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OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT

Date issued: January 11, 2008 IBA Report Number: 08-04
City Council Date; January 14, 2008
Item Number: 601

Charter Revision Proposals

OVERVIEW

In April 2007, the Mayor’s Charter Review Committee was formed and began meeting to
address modifications that may be needed in the City’s Charter to implement specific
reforms related to finances, roles of elected officials, and the Strong Mayor form of
government. Their final report was issued on October 4, 2007, including 11
recommendations to be placed on the ballot in 2008

The proposals were considered by the City Council’s Rules Committee as well as the
Budget & Finance Committee (Balanced Budget Proposal) and Audit Committee (Audit
Committee and City Auditor Proposals). All committees forwarded the items to the City
Council and these proposals are before the City Council for discussion and public hearing
on January 14, 2007.

The IBA provided a review of many of the recommendations in our Report 07-102
(attached), certain items of which we will highlight in this report. In addition, a
memorandum has been released by Council Members Peters, Faulconer and Madaffer
with a package of recommendations to be proposed to the City Council at the hearing.
This report will also review certain of those proposals in relation to the IBA’s positions.

FISCAL/POLICY DISCUSSION

The IBA wishes to reiterate our support for the proposals made by the Charter Review
Committee, and the three Council Members in their January 11 memo, inasmuch as they
are the same, for the Balanced Budget (p. 5 of our attached report), Chief Financial
Officer (p. 4), and Audit Committee/City Auditor Proposals (p. 4). With respect to the
Audit Organization proposals, they are consistent with those the IBA has proposed since
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our response to the Kroll Report nearly 18 months ago, and we continue to find it a model
that is accepted in best practices and suitable for implementation in San Diego. Most
critically, it ensures adequate independence from management through the legislative
appointment of all members of the Audit Committee, the involvement of the City Council
and Audit Committee in appointment of the City Auditor, the establishment of the
reporting relationship between the City Auditor and Audit Committee, and the right of
termination vested in the Audit Committee and the City Council.

The IBA notes that we expressed concern about the Charter Review Committee’s Sunset
Revision proposal (p. 2 of the attached report), since it continued to call for a trial period
of the Strong Mayor form of government, but provided for automatic permanence in
2014. As we stated then, 1t would be more appropriate to provide for automatic
placement of the question on a ballot, if the continuation or extension of the trial period is
desired. The proposal of the Council Members does provide for automatic placement on
the ballot in June 2010, which would precede the current sunset of the form of
government, and is consistent with the five year trial period the citizens voted on.

With respect to the veto override amendment, the IBA previously commented on the high
override thresholds that would be required if the Committee’s proposal were
implemented with eight Council Members (p. 3). The proposal includes an override
requirement of six of eight votes which is % or 75% for standard items and an override
requirement of seven of eight votes, or 88%, for supermajority items. The Committee
addressed this by suggesting that the expansion of the Council should be done as soon as
practicable, which would then result in reducing the override requirements below that
unusually high threshold that would exist on an eight-member Council. As we remarked
in our previous report, these thresholds would be unique among cities studied and the
veto override requirements would be more consistent with national practices if
implemented for a larger City Council. The proposal by the Council Members supports
the veto override amendment for those items requiring only a majority vote, but not for
supermajority items. While this veto override would be implemented on an eight-
member Council initially, their proposal also includes a future vote to expand the City
Council to nine members, which would allow for the more standard 2/3, or 67%, veto
override.

The Committee also made a proposal for the IBA that would codify our office’s role
relative to budget and legislative analysis, which we support. In addition, the three
Council Members have included a proposal that would make permanent the Office of the
IBA, recognizing the value of such an office regardless of the form of government. As
we stated in our October 2007 report (p. 4), we support the permanency of this office as
well and thus recommend both proposals to the City Council for approval.
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CONCLUSION

The IBA continues to support the charter amendments on Balanced Budget, Chief
Financial Officer, and Audit Committee/City Auditor, as well as the proposal for the
Office of the IBA as proposed by the Charter Review Committee and the Council
Members. The IBA had previously suggested automatic placement on the ballot for a
vote to make permanent the form of government. This is found in the proposal of the
Council Members, but not the Committee. Finally, we concur with the Council
Members’ position that the higher veto override threshold for supermajority items is
undesirable, and concur with both proposals to hasten the expansion of the Council to
make the threshold for standard items more in line with national practice.

Penni Takade APPROVED: Andrea Tevlin
Deputy Director Independent Budget Analyst
Attachment
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Date Issued: October 18, 2007 . IBA Report Number: 07-102
Rules Committee Agenda Date: October 24, 2007
Item Number: 1

Subject: Charter Review Committee Recommendations

OVERVIEW

As detailed in the Final Report of the 2007 San Diego Charter Review Committee, the
group was created by the Mayor and charged with specific tasks related to Charter review
approximately six months ago. One or more representatives of the Office of the IBA
attended each meeting of the Charter Review Committee and its subcommittees in order
to provide research and information, give input on behalf of our office, and observe the
process and dialogue in order to inform the comments we would make to the City
Council.

In this report, we will only discuss items recommended in the Charter Review
Committee’s Final Report for which the IBA has taken a position and/or wishes to make
additional information available. The following are the Comrmttee s recommendation
areas which will be discussed in this report:
¢ Sunset Revision
Eleven-Member City Council
Veto Override
Independent Budget Analyst
Chief Financial Officer
Audit Committee and City Auditor
Balanced Budget

In addition, the IBA will make another suggestion, on the matter of Mayoral appointment
of a City Manager/Chief Operating Officer, in this report.

Office of Independent Budget Analyst
202 € Street, MS 3A © San Diego, CA 92103
Tel (619) 236-6555 Fox (619) 236-6554




at

'FISCAL/POLICY DISCUSSION

Sunset Revision

The Charter Review Committee has recommended that the trial period for the Strong
Mayor form of government be extended by four years and that it shal! be made
permanent unless other action is taken.” The IBA wishes to point out that, although the
committee has characterized this as an extended trial period, it is actually being made
permanent through this proposal. Generally in a trial, a decision on the question is
required at the end of the trial period. This provision does not require the question to be
called at the end of the trial, which effectively means it is permanent if passed by the
voters next year. The recommendation does allow that the voters may act to alter or
terminate this at any time, however this is a right of the citizens regardless of the
permanent or temporary nature of any provision in the Charter,

The IBA suggests it would be more candid to let the public know that this is effectively
making the Strong Mayor form permanent, if this recommendation is approved.
Alternately, if a trial period is still desired, a provision for automatic placement on a prior
ballot should be included. The ballot should be provided for sufficiently in advance to
ensure that the result may be certified by the Secretary of State prior to the actual
expiration of the trial period.

Eleven-Member City Council

The IBA takes no position on the recommendation to expand the City Council. However,
as readers will note, the recommendation is not specific as to when the expansion should
take place. During discussion, some members of the subcommittee and committee

~ expressed concerns about the cost of redistricting in the near future (among other

concerns) when the decennial redistricting as required by the Charter would follow soon
after. However, some members supported an immediate redistricting process
notwithstanding the added cost and effort. Therefore, the committee ultimately decided
to let the City Council choose the most appropriate time to perform the redistricting
necessary for expansion. .

The IBA has recently attempted to quantify the actual cost of a redistricting effort. Based
on the 2002 Annual Budget, the City budgeted almost $162,000 for the 2000
Redistricting Commission (RC), which comprised two part-time staff at approximately
$72,000 and non-personnel expense. In addition, the IBA is aware that the RC utilized
the services of a Senior Planner and that the City Clerk provided Recorders to take
minutes. These costs are not captured in the allocation above and there may be further
staff or material support that the IBA has been unable to identify. The IBA believes this
information can be valuable in considering the timeframe for redisiricting to expand the
Council, should this recommendation be forwarded. However, we would noteé that these
are budgeted, not actual costs. The IBA was unable to find records for the actual costs
associated with the 2000 RC.
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In addition, the 2000 RC made a recommendation for future RC’s budget requirements in
their final report in 2001. The 2000 RC suggested the budget should include funding for
three full-time staff, consultants, legal counsel, and various supplies and equipment. This
closely mirrors a proposal made by the 2000 RC in December 2000 (Attachment I). The
12 month budget proposed $750,000 for five staff, consultants and related costs. The
IBA estimates that a proposal for just three staff could be reduced significantly.
However, considering the increase in cost for salaries and materials since 2000, we
suggest that the cost of supporting an RC effort, as envisioned by the 2000 RC, could still
be between $650,000 - $700,000.

The operating costs for the additional districts may be as much as $3 million annually, if
current district budgets are retained. As discussed by the committee, the cost of this
proposal is a trade-off for the additional representation citizens would enjoy.

Veto Override

During the discussion of increasing the threshold for overriding the Mayor’s veto, the
committee considered linking the issue to the expansion of the City Council. This
proposal ultimately failed to garner a majority of votes amongst the subcommittee or
committee. However, the IBA believes that further discussion of this issue may be
warranted, both due to the split vote at the committee and due to the unique situation it
would create for veto override. As described in the report, implementing the two-thirds
veto override for an eight-member City Council would in reality require a three-quarters
override. While two-thirds results in percentages greater than 66.7% in some cities, as
the report references, a 75% requirement would be a uniquely high hurdle for regular
resolutions and ordinances. Furthermore, for special ordinances that currently require six

votes to pass, the override could only be accomplished with seven of eight votes or
85.7%."

The IBA suggests that, if the override and 11 member Council recommendations are
approved, the Council may wish to consider hastening the expansion of the Council and
linking it to the new override implementation. The expansion of the Council may be
accomplished through the redistricting process, as described. Alternately the
appointment of a temporary at-large member may be considered until a full redistricting
can be completed and new Council Member(s) elected.

Independent Budget Analvst

The IBA supports the language recommended by the Charter Review Committee with
respect to this office. The substantive addition recommended clarifies within the Charter
that the work of the IBA may include both budgetary and policy analysis, as currently
provided by the Municipal Code. We believe that this language clarifies the nature of the
independent work performed by the IBA while maintaining the City Council’s authority
to set powers and duties of the office in the Municipal Code.
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The committee also gave some consideration to changing the name of the IBA to
incorporate the legislative analysis role of the office, and making the office permanent
regardless of the form of government the City may have. Ultimately, the committee has
placed it in the category for further study. The IBA would support the permanence of
this office if studied in the future, or if taken under consideration for this ballot,
recognizing its value in either form of government.

Chief Financial Qfficer (CFO)

The IBA supports the recommendation of the Charter Review Committee to place the
CFO in the Charter and to assign all comptroller duties to this position as part of the
proposed split of the Auditor and Comptroller’s office and the appropriate assignment of
audit duties to the City Auditor (see discussion below). Note that under this amendment,
the CFO shall be appointed by the City Manager (Mayor) and confirmed by the City
Council, which is not the case at this time. With this amendment, the City Treasurer, a
subordinate of the CFO, will no longer require confirmation by the Clty Council, which
the IBA finds reasonable.

Audit Committee and City Auditor

As the IBA has recommended since our first report on the topic (IBA Report 06-35 dated
8/30/06) we believe the Audit Committee and City Auditor should be considered
together, as they comprise the entire Audit Organization of the City. This will ensure that
the most independent and effective infrastructure is in place to fulﬁli this purpose, one of
the most important oversight functions in City government.

The recommendation by the committee is to establish a five member Audit Committee,
two members of which are City Council Members (one of whom shall serve as chair) and
three members are citizens with financial expertise, appointed by the Council. The
committee has included a screening process that closely mirrors that proposed by the IBA
in our original Report 06-335, for the appointment of these citizen members. The
screening committee shall be comprised of one member of the City Council, the CFO,
City Attorney, the IBA and two outside financial experts, who will then provide a pool of
qualified candidates for Council consideration.

The City Auditor is appointed by the Mayor, in consultation with the Audit Committee,
confirmed by the City Council and reports to the Audit Committee. The City Auditor
shall be appointed for a 10 year term and may be terminated by the Audit Committee
with a right to appeal to the City Council.

The recommendations forwarded by the committee mirror those by the IBA in our
original report 15 months ago, except that the Audit Committee has been expanded from
three to five members. The IBA continues to support this model for the Audit
Organization for the City of San Diego.



Balanced Budget

The IBA supports the recommendation of the Charter Review Committee to clarify and .
strengthen a balanced budget requirement m the City Charter. The IBA worked with the '
subcommittee and the CFO to propose and scrutinize potential language for

consideration. The language ultimately approved by the committee, which was proposed

by the IBA and CFO, recognizes the roles of both the executive and legislative branches

in the budget process and ensures that a balanced budget is adopted and maintained

throughout the fiscal year.

City Manager/Chief Operating Officer ,

At the meeting of October 15, 2007, the City Council confirmed the Mayor’s
appointment of Jay Goldstone as Chief Operating Officer for the City of San Diego.
During the discussion, a point of possible conflict in the City Charter was raised. While
Article XV confers all the duties of the City Manager on the Mayor, it later ailows the
Mayor to appoint, direct and dismiss the City Manager (Section 265(b)(7) — (9)).
Because this creates confusion, and because the current Mayor does not use the term City
Manager, we suggest that the Council may wish to replace the words “City Manager” in
the aforementioned sections with “Chief Operating Officer” or a similar term.

* CONCLUSION
In this report, the IBA has noted support for recommendations of the Charter Review
Committee including language for the IBA, CFO, Audit Committee and City Auditor,
and the balanced budget requirement. While the IBA takes no position on the
recommendation to expand the City Council, we have attempted to provide some .
historical information about the cost of the last redistricting effort and suggestions for
expanding the Council in light of the increased veto override proposal. Finally, the IBA
has made two recommendations for modifications:

1. If approving the committee’s sunset revision proposal, include language that
acknowledges that the Strong Mayor form of government is being made
permanent. If there is a desire to keep a true trial period, provide for automatic
placement on the ballot prior to the expiration of the period.

2. Consider amending the Section 265(b)(7)~(9) references to a City Manager by the
Mayor to appointment of a Chief Operating Officer to reduce confusion with
previous articles.

' Penni Takade APPROVED: Andrea Tevlin
Deputy Director Independent Budget Analyst

Attachment



Attach ment 1

CITY OF SAN DIEGO et
MEMORANDUM )
.o i,-\x \\d_
| - patEe 2zt
DATE: December 15, 2000 . IRV SN
TO: Honorable Mayor and City Councilmembers & _
~ FROM: George 1. Loveland, Acting Assistant City Manager

SUBJECT:  Year 2000 Redistricting Commission Budget

. 1
On October 6, 2000 seven commissioners were appointed to the 2000 Redistricting Commission,
whose task is to redistrict the City into eight Council districts, each containing one-eighth of the
City’s total population to the extent that is practical. According to the City Charter the
Commission must adopt a budgst within 60 -days of appointment, which includes a Chief of Staff
who will serve the Commission, and the use of existing City staff to the extent possible, The
budget is submitted to the Appointing Authority, which is a panel of three retired Superior Court
Judges, for approval and then to the City Council for consideration. The Council must
appropriate adequate funds to the Commission and to the City Clerk to carry out their duties.

At this time, the Commission has submitted a one-year budget totaling $750,000 to the
Appowtmg Authority for review on December 21, 2000. Based on direction provided by the .
Redistricting Commission, Clty staff assisted in the preparation of the proposed budget. Given :
staffing and-salary guidelines, the budget outlines City positions that are comparable to the Chief
of Staff, Assistant to the Chief, and three staff members. For example, the Chief of Staff’s
proposed salary and benefits is comparable to a Departinent Director. The budget includes
support costs for the five positions requested, such as office space rent, furniture and computer
equipment, as well as costs to perform the redistricting tasks, such as City staff support, mapping
and graphic services, meeting expenses, and office supplies.

Attached for your advanced review is copy of the Redistricting Commission Proposed Budget.
Also attached is the Chief of Staff job announcement that is currently being advertised in Jocal
publications, such as the San Diego Union-Tribune, the San Diego Asian Journal, Voice and
Viewpoint, La Prensa, El Sol, Jobs Available, Uptown Publication, and Filipino Press. .

Respectfully Submitted,

GL/Klm

Aftachments: 1. Redistricting Commission Proposed Budget -
2. Chief of Staff Job Armouncement



City of San Diego

* Year 2000 Redistricting Commission

Proposed Budget

Attachimeri s

ST .
Hl
‘e if ne ldecl a Laptop and Proxurna ijeclor can be borrowed from {

ity's information Technology Dept.

12 Month 18 Month
Budget Budget  Assumptions
1.00 Chief of Staff 143,490 215,235 Average salary ($113,941) and benefits ($28,548) comparable to a Department Director
1.00 Assistant to Chief of Staff 104,286 156,429 Average salary ($81,153) and benefits ($23,133) comparable to a Program Manager
3.00 Staff Members 229785 344678 Average salary ($60,480) and benefits ($16,115) comparable to a Semor Mgmt Analyst
ConsumnglLegal Services 50,000 50,000  Legal Services beyond City Attorney support or other Consulting Serwces if needed
As-Needed Interpreter. Services 5,400 8,100 Interpreter services for meetings, if necessary
City Clerk Suppor’r 20,000 30,000 City Clerk support and legislative recorder services -
City Attorney Supporl 120,751 31,127 4 hours per week/2.24 pasitions
Manager's Office Support 9,804 14,706 4 hours per week/1.00 position
Office Supplies 5,000 7,500 Estimate $1,000 per person
Postage 1.020 1,530 Assumes 3,000 pieces of mail per year at $0.34
Transportatlon Allowance Parking 2,250 3,375 Parking Stamps for Commissicners af the Congourse Parkade
Transportation Allowance - Mileage 950 1,425 Mileage reimbursement for 5.00 staff (cily employees). $.38/mile @ 500 miles/person
Advertising/Noticing : 2,500 3,750 Advertising and nolicing for events and meetings .
Recording Equipment & Supplies 6564 716 Recorder and two tapes per meeting '
Print Shop Services 5.000 7,500 Phatocopy costs, printing, graphic services, and preparation of informational brochures
Mapping Services 50,000. 50,000 Mapping and overlay services
Redistricting/Mapping Software 7.000 7.000 AutoBound redistricting softwear for 2 systems @ $3,500 each
Meeting Expenses 1,025 1,350 Refreshments for 26 Commission mtgsi/year and 15 community mtgs @ $25/mlg
Rent 19,035 28,553 225 sq.ft. per person @ $1.41 sq.ft./month {includes gas, eleckic, common areas, slc.}
Office Furniture 8,700 B,700 5 desks, § exec chairs, 8 side chairs, 5 filing cabinets, 5§ bookcases, 5 calculators
Modular/Cubicle Furniture 4,000 4,000 Three 8x8 cubicles (panels only, no furniture) ciustered together with electrical power
Network Ready Computers 13,750 13,750 Compuler, monitor and software ms{ailallon for 5 staff peopie
Network Laser Printer 2,000 2,000 Mid-range Laser Printer
Printer Taner Cartridges 1.000 1.500 Assume need o replace 10/year @ $100 each
Fax Machine 1,000 1.000 Mid-range Fax Machine
Phones 1,225 1,225 5-six button line phones, purchase and instaliation
Scanner 750 750 Mid-range Scanner
Nelwork Access Charges 11,542 17,313 Yearly Cily access charges for Computers, Printer, Phones, Fax and Scanner
Hardware Maintenance 850 1,275 Estimate $170 per computer
SDDPC Application Support/Labor 3,950 5,925 Estimate 10 haursfyear per PC @ $79/hour
© Cell Phone - 357 536 One cell phone for Chief of Staff (free phone, $29.75/month)
Pagers 153 153 Two pagers for Chief of Staff and Assistant Chief (Apollo Pocsag alpha-numeric) .
Conksngency Reserve 25,000 25,000 For personnel negotiations or non-personne! emergencies (approx 3% of 1 year budget)
% 752,237 $ 4,046,099

" t‘{
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December 1, 2000 | : Page 1 of 2

The Redistricting Commission for the City of San Diego is accepting applications for the
position of:

Redistricting Commission
Chief of Staff

BACKGROUND INFORMATION

San Diego is the sixth largest city in the United States with a population of over 1.2 million
citizens. San Diego operates under a Council-Manager form of government. The Council
consists of a Mayor elected at large and eight Council members elected from districts.

The Redistricting Commission, subject to the provisions of the City Charter relating to
referendum and initiative powers of the people, has the sole and exclusive authority to adopt
plans which specifv the boundaties of districts for the City Council. The Redistricting
Comrmssmn must abide by San Dxevo Clty Charter Article I, Sectlon S 1

. g THE POSITION

There'is currently one vacancy for Chief of Staff, The posmon reports chrecﬂy to thc
Redistricting Commission and will perform the following duties:

(1) Assist the Redistricting Commissioners and provide technical and demographic assis‘tance‘to
analyze and formulate redistricting plans and maps.

(2) Compile databases of election returns and demographic charactensncs at the precinct/census
tract level or other unit of analysis, 25 needed.

(3) Complle expert reports studies and court findings pertaining to redlstnctmg

@) Complle cases, statutes, resolutions, reports, learned treatises, etc, reflecting the existence of
past and continuing discrimination in related to redistricting.

(5) Produce mforrnanonal/educat10'1a1 materials relevant to redlstrzctmg

(6) Work with the City Attomey s Office to obtain legal assistance where necessa:y toinsure - . .- - -
comphance with the Constitution, Voting Rights Act, Brown Act, and C1ty of San Diego Charte r "j‘f““""

(7) Select train and supervise subordmate staff. - A }‘ X "‘

NOTE: Leneth of employment is from Februarv 2001 until the rechstnctzncr J;‘lan adooted bv the ”1

P f P
Cornmission becomes effective and any and all legal and referendum challences have bean % / y

resolved, ' _

DIVERS!

BRINGS US ALL TOX



THE CITY OF

SAN DIEGO

CITY ADMINISTRATION BUILDING » 202 C STREET » SAN DIEGO, CALIF. 92101

CHARLES G, ABDELNOUR, J.D, Office of the
City Clerk, C.M.C. | CITY CLERK
533-4000 .
Page2 of 2
QUALYFICATIONS :
The ideal candidate will have the following;
. - Excellent verbal communication, writing and computer skllls
. Strong knowledge of the City's budget process.
. Strong management/supervisory skills. '
. Ab111ty to handle multiple assignments and work well under pressure
. Be a self-starter with a high degree of initiative. :
. Good judgement, a high degree of political acumen and effective mterpersonal
' . skills,

Ability to deal with pubhc officials, community leaders the general pubhc and
others in a tactful manner.,

A working knowledge of the City of San D1eg0 and it’s diverse communities,
A strong background in municipal government is highty desirable.

Relevant experience, education and training which would provide the candidate
with the knowledge, skills and abilities required to perform assigned duties.

COMPENSATION - : ' '. : .

. Salary to be negatiated and is contingent on qualifications.

Generous benefits package available including various retirement savmcs health
insurance and life insurance options.

SELECTION PROCESS -

Those interested in applying for the position should forward a letter of interest, current resume,
three writing samples, and the names and telephone numbers of three professional references to:
City Clerk’s Office. Attn: Bonnie Stone. Elections Analvst. 202 C Street. San Diego, CA 92101
no later than 5:00p.m. on Monday January 15, 2601.

After a review of the submitted materials, a select number of cand1dates will be mv:ted to
pammpate in an interview,

The City of San Diego is an Equal Opportunity Employer.

e
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COMMITTEE ACTION SHEET ',’4108
COUNCIL DOCKET OF Ay 4 2ot~ Spele R
(] Supplemental ] Adoption ~ [] Consent [_] Unanimous Consent Rules Committee Consultant Review
R -
O -

Recommended Changes to the City Charter

X Reviewed [ Initiated By Budget On 1/09/08 ltem No. 3

RECOMMENDATION TO:

Forward the Chief Operating Officer's recommendation without committee recommendation to the full Council, with
the understanding that the City Attorney will provide additional information regarding his concerns to the Council,

VOTED YEA: Atkins, Faulconer, Frye, Madaffer
VOTED NAY:

NOT PRESENT: Hueso

CITY CLERK: Please reference the following reports on the City Council Docket:
REPORT TO THE CITY COUNCIHL NO.
COUNCIL COMMITTEE CONSULTANT ANALYSIS NO.

OTHER:

Independent Budget Analyst Report No. 08-02; Lisa Briggs' January 2, 2008, memorandum

COUNCIL COMMITTEE CONSULTANTML\OWW
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OFFICE OF INDEPENDENT BUDGET ANALYST

CITY OF SAN DIEGO
MEMORANDUM
No. 08-2
DATE: January 2, 2008
TO: Honorable Members: of the Budget & Financ;e Committee

——
FROM: Andrea Tevlin, Independent Budget Analyst M/ b / ¢

"~ SUBJECT:. Charter Revision Proposals

On Wednesday, January 9, 2008 the Budget & Finance Committee will consider a revision to the
City Charter proposed by the Mayor’s Charter Review Committee to adopt a balanced budget
requirement. With this memo, the IBA is providing our report to the Rules Committee on the
final recommendations of the Charter Review Committee. For a discussion of our position on
the Balanced Budget Amendment, please see p. 5. As stated in our report, the IBA supports this
proposal that recognizes the roles of both the executive and legislative branches in the budget
process and ensures that a balanced budget is adopted and maintained throughout the fiscal year.

Attachment



THe CiTY OF SAN DlEé.c:
OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT

Date Issued: October 18,2007 * IBA Report Number: 07-102
Rules Committee Agenda Date: October 24,2007
Item Number: 1

Subject: Charter Review Committee Recommendations

OVERVIEW | | | | |

As detailed in the Final Report of the 2007 San Diego Charter Review Committee, the
group was created by the Mayor and charged with specific tasks related to Charter review
approximately six months ago. One or more representatives of: the Office of the IBA
attended each meeting of the Charter Review Committee and-its subcommittees in order
to provide research and information, give input on behalf of our office, and observe the
process and dlalogue in order to inform the cornments we would make to the Clty
Council. '

In this report, we will only discuss items recommended in the Charter Review

~ Committee’s Final Report for which the IBA has taken a position and/or wishes to make
additional information available. The following are the Committee’s recommendation
areas which will be discussed in this report:

» Sunset Revision .

Eleven-Member City Council

Veto Override -

Independent Budget Analyst

Chief Financial Officer

Audit Committee and City Auditor

Balanced Budget

In addition, the IBA will make another suggestion, on the matter of Mayoral appointment-
of a City Manager/Chief Operating Officer, in this report.

s Office of Independent Budget Analyst
: 201 C Streer, MS 34 # S Diego, CATZIT
Tef (619) 736-6555 fur (619) 2366554
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FISCAL/POLICY DISCUSSION

Sunset Revision

The Charter Review Committee has recommended that the trial period for the Strong
Mayor form of government be extended by four years and that it shall be made _
permanent unless other action is taken. The IBA wishes to point out that, although the
committee has characterized this as an extended trial period, it is actually being made

‘permanent through this proposal. Generally in a trial, a decision on the question is

required at the end of the trial period. This provision does not require the questjon to be
called at the'end of the trial, which effectively means it is permanent if passed by the
voters next year. The recommendation does allow that the voters may act to alter or
terminate this at any time, however this is a nght of the citizens regardless of the
permanent or temporary nature of any provision in the Charter.

" The IBA suggests it would be more candid to let the public know that this is effectively

making the Strong Mayor form permanent, if this recommendation is approved.
Alternately, if a trial period is still desired, a provision for automatic placement on a prior

‘ballot should be included. The ballot should be provided for sufﬁmently in advance to

ensure that the result may be certified by the Sccretary of State prior t0 the actual
explratlon of the trial period.

Eieven-Member City Council o _
The IBA takes no position on the recommendation to expand the City Council. However,

~as readers will note, the recommendation is not-specific as to when the expansion should
‘take place. During discussion, some members of the subcommittee and committee

expressed concerns about the cost of redistricting in the near future (among other
concerns) when the decennial redistricting as required by the Charter would follow soon
after. However, some members supported an immediate redistricting process
notwithstanding the added cost and effort. Therefore, the committee ultimately decided

to let the City Counc1l choose the most appropriate time to perform the red1smct1r10
necessary for expansion.

" The IBA has recently afternpted to quantify the actual cost of a redistricting effort. Based

on the 2002 Annual Budget, the City budgeted almost $162,000 for the 2000
Redistricting Commission (RC), which comprised two part-time staff at approximately
$72,000 and non-personnel expense. In addition, the IBA is aware that the RC utilized
the services of 2 Senior Planner and that the City Clerk provided Recorders to take
minutes. These costs are not captured in the allocation above and there-may be further
staff or material support that the IBA has been unable to identify. The IBA believes this
information can be valuable in considering the timeframe for redistricting to expand the
Council, should this recommendation be forwarded. However, we would note that these
are budgeted, not actual costs. The IBA was unable to find records for the actual costs -
associated with the 2000 RC.

| N5



In addition, the 2000 RC made a recommendation for future RC’s budget requirements in
their final report in 2001. The 2000 RC suggested the budget should include funding for
three full-time staff, consultants, Jegal counsel, and various supplies and equipment, This
closely mirrors a proposal made by the 2000 RC in December 2000 (Attachment ). The
12 month budget proposed $750,000 for five staff, consultants and related costs. The
IBA estimates that a proposal for just three staff could be reduced signiﬂcantly. _
However, considering the increase in cost for salaries and materials since 2000, we

suggest that the cost of supporting an RC effort, as envxsxoncd by the 2000 RC, could snll‘
be between $650,000 - $700,000. ‘

The c»pcrating costs for the additional districts may be as m.uch as $§3 million annually, if
current district budgets are retained. As discussed by the committee, the poét of this
proposal is a trade-off for the additional representation citizens would enjoy.

Veto Override ‘

During the discussion of increasing the threshold for: ovemdmg the Mayor’s veto the
‘committee considered linking the issue to the expansion of the City Council. Thzs
proposal ultimately failed to garner a majority of votes amongst the subcommittee or
committee. However, the IBA believes that further discussion of this issue may be
warranted, both due to the split vote at the commiittee and due to the unique situation it
would create for'veto override. As described in the report, implementing the two-thirds
veto override for an eight-member City Council would in reality require a three-quarters
override. While two-thirds results in percentages greater than 66.7% in some cities, as

the report references, 2 75% requirement would be & uniquely high hurdle for regular '
resolutions and ordinances. Furthermore, for special ordinances that currently require six

votes to pass, the ovemde could only be accomphshed with seven of’ elght votes or
85.7%.

The IBA suggests that, if the.override and 11 member Council recommendations are
approved, the Council may wish to consider hastening the expansion of the Council and
linking it to the new override implementation. The expansion of the Council may be
accomplished through the redistricting process, as described. Alternately the .

appointment of a temporary at-large member may be considered until a full redistricting
can be completed and new Council Member(s) elected. .

- Independent Budget Analyst

The IBA supports the language recommended by the Charter Review Committee with
respect to this office. The substantive addition recommended clarifies within the Charter
that the work of the IBA may include both budgetary and policy analysis, as currently
provided by the Municipal Code. We believe that this language clarifies the nature of the
independent work performed by the IBA while maintaining the City Councﬂ’s authority
to set powers and duties of the office in the Municipal Code.



The committee also gave some consideration to changing the name of the IBA to
incorporate the legislative analysis role of the office, and making the office permanent
regardless of the form of government the City may have, Ultimately, the committee has
placed it in the category for furthér study. The IB A would support the permanence of
this office if studied in the future, or if taken under consideration for this ballot,
recogmzmg its value in either form of govemment.

Chief F lllé_iLCIHl Ofﬁcer {CFO) .

The IBA supports the recommendation of the Charter Review Committee to place the
CFO in the Charter and to assign all comptroller duties to this position as part of the
proposed split of the Auditor and Comptroller’s office and the appropriate assignment of
audit duties to the City Auditor (see discussion below), Note that under this amendment,
the CFO shall be appointed by the City Manager (Mayor) and confirmed by the City
Council, which is not the case at this time. With this amendment, the City Treasurer, a

subordinate of the CFO, will no longer require confirmation by the Clty Council, which
the IBA finds reasonable

Audit Commitiee ach_I_CitviAuditor ‘
~As the IBA has fecommended since our first report on the topic (IBA Report 06-35 dated
8/30/06) we believe the Audit Committee and City Auditor should be considered
together, as they comprise the entire Audit Organization of the City. This will ensure that
 the most independent and effective infrastructure is in place to fulfill this purpose, one of
the most important oversight functions in City government.

The recommendation by the committee is to establish a five member Audit Committee, .
two members of which are City Councii Members (one of whom shall serve as chair) and
three members are citizens with financial expertise, appointed by the Council. The
committee has included a screening process that ‘closely mirrors that propesed by the IBA
in our original Report ¢6-35, for the appointment of these citizen members. The
screening committee shall be comprised of one member of the City Council, the CFO,
City Attorney, the IBA and two outside financial experts, who will then provnde a pool of
qualified candidates for Counc1l consideration.

The City Audltor is appointed by the Mayor, in consultation with the Audit Committee,
confirmed by the City Council and reports to the Audit Committee. The City Auditor

shall be appointed for a 10 year term and may be terminated by the Audlt Committee
with a right to appeal to the City Council.

The rcconnnend-atlons forwarded by the committee mirror those by the IBA in our’
original report 15 months ago, except that the Audit Committee has been expanded from
three to five members. The IBA continues to support this model for the Audit
Organization for the City of San D1eoo



Balanced Budget

The IBA supports the recommendauon of the Charter Review Committee to clarify and
strengthen a balanced budget requirement in the City Charter. The IBA worked with the
_ subcommittee and the CFO to propose and scrutinize potential language for
consideration. The language ultimately approved by the committee, which was proposed
~by the IBA and CFO, recognizes the roles of both the executive and legislative branches
in the budget process and ensures that a balanced budget is adOpted and maintained
throughout the fiscal year. :

- City Manager/Chief Operating Officer
At the meeting of October 15, 2007, the Clty Council confirmed the Mayor’s
appointment of Jay Goldstone as Chief Operating Officer for the City of San Diego.
During the discussion, a point of possible conflict in the City Charter was raised.. While

~ Article XV confers all the duties of the City Manager on the Mayor, it later allows the
Mayor to appoint, direct and dismiss the City Manager (Section 265(b)(7) ~ (9)).

- Because this creates confusion, and because the current Mayor does not use the term City
Manager, we suggest that the Council may wish to replace the words “City Manager” in
the aforementioned sectlons with “Chief Operating Officer” or a sxmllar term.

CONCLUSION
In this report, the IBA has noted support for recommendations of the Charter Review
Committee including language for the IBA, CFO, Audit Committee and City Auditor,
and the balanced budget requirement. While the IBA -takes no position on the
recommendation to expand the City Council, we have attempted to provide some
‘historical information about the cost of the last redistricting effort and suggestions for
expanding the Council in light-of the increased veto overnde proposal. Finally, the IBA
has made two recommeéndations for modifications:
1. If approving the committee’s sunset revision proposal, include language that
" acknowledges that the Strong Mayor form of government is being made
permanent, If there is a desire to keep a true trial period, provide for automatic
placement on the ballot prior to'the expiration of the period.. _
2. Consider amending the Section 265(b)(7)-(9) references to a City Manager by the
- Mayor to appointment of a Chief Operating Officer to reduce confusion with
previous articles,

. Penm Takade ' o APPROVED: Andrea Tevlin
Deputy Director ‘ Independent Budget Analyst
Attachment
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CITY OF SAN DIEGO It
MEMORANDUM ) g
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DATE: ‘December 15, 2000 | ; RN AIN
TO: . Honarable Mayor and City Councilmembers & o ,
- FROM: ‘George 1. Loveland, Acting Assistant City Manager

SURBJECT:  Year 2000 Redistricting Commission Budget <~

On October 6 2000 seven commissioners were anpomtcd to the 2000 Redlsmctmg Commission,
whose task is to redistrict the City into eight Council districts, each containing one-eighth of the
City's total population to the extent that is practical. According to the City Charter the
Commission must adopt a budgst within 60-days of appointment, which inctudes a Chief of Staff
- who will serve the Commission, and the use of existing City staff to the extent possible. 'The
budget is submitted to the Appointing Authority, which is a panel of three retired Superior Court
Judges, for approval and then to the City Council for consideration. The Council must
appropriate adequate funds to the Commission' and to the City Clerk to carry out their duties.

At this time, 'the Com:mssmn hes submitted a one-year budgct totaling $750,000 to the '
Appomtmg Authority for review on Decermber 21, 2000, Based on direction provided by the . -
Redistricting Commission, City staff assisted in the preparation of the proposed budget. Given
staffing and salary guidelines, the budget outlines City positions that are comparable to the Chisf
of Staff, Assistant to the Chief, and three staff members. For example, the Chief of Staff’s
proposed salary and benefits is comparable to aDepartment Direttor, The budget includes

- . support costs for the five positions requested, such as office space rent, furniture and computcr

equipment, as well as costs to perform the redistricting tasks, such as City staff support mappmg
and graphm services, meeting expenses, and office supphies.

Attached for your advanced review is copy of the Redistricting Commission Proposed Budget.
Also attached is the Chief of Staff job announcemnent that is currently being advertised in local
publications, such as the San Diego Union-Tribune, the San Diego Asian Journal, Voice and
Viewpoint, La Prensa, Bl Sol, Jobs Available, Uptown Publication, and Filipino Press. .

- Respectfully Submitted,

GL/KIm

Attachments: 1. Redismicting Commission Proposed Budget L e
2. Chief of Staff Job Announcement _ _ | R



City of San Dlego

Year 2000 Redistricting Comm:ss:on

Proposed Budget

s
I Py
;

.’ l'

- 12 Month 18 Month
: Budget Budget . Assumptions
1:00 Chief of Stalf 143,490 215235  Average salary ($113,941} and henelits ($29,549) comparable {o a Depariment Direclor
1500 Assistant to Chief of Stalf 104,286 156,429 - Average salary ($81,153) and benefils ($23,133) comparable to a Frogram Manager
- 3.00 Staff Members 229,785 344578 . Average salary ($60,480) and benefits ($16,115) comparable to a Seniar Mgmt Analysi
Consultingfl_egal Services ) 50,000 .50,000° - Legal Services beyand Cily Attorney support or other Consul!mg Sennces if needed |
As-Needed Interpreler Services 5400 8,100 Jnlerpre!er services for meelings, if necessary
City Clerk Suppbrl 20,000 30,000 City Cierk support and fegislative recorder services
City Attorney Support! 120,751 31,127 4 hours per week/2.24 posilions”
Manager's Office Support g,804 14,706 4 hours per week/1.00 position
Office Supplies 5,000 7.500 . Estimate $1,000 per person’
Postage . 1,020 - 1,530 Assumes 3,000 pieces of mail per year at $0.34
Transporlation Allowance - Parking 2,250 3,375 Parking Stamps for Commilssioners at the Congourse Parkade
Trarisporta!ion Allowance - Mileage . 950 5,425 Mileage reimbursement for 5.00 staff (cily employees): §. 3B!rm!e @ 500 miles/person
Advertising/Noticing : 2,500 3,750 - Advérlising and noticing for events and meelings .
Recording Equipment & Supplies " 664 716 Recorder and two tapes per meeling
Print Shop Services £.000 7,500 Pholocopy cosls, printing, graphlc services, and preparation of Informational brochures
Mapping Services 50,000. . 50,000 Mapping and overlay services
Redislricting/Mapping Software 7,000 7.000 AuteBound redislricting softwear for 2 systems @ $3,500 each _
Meeting Expenses 1,025 1,350 . Refreshments for 26 Commission migsfyear and 15 community migs @ $25/mig
Rent 19,035 28,653 225 sq.R. per person @ $1.41 sq.fLfmonth (includes gas, eleclric, common areas, elc.)
Office Furnilure 8700 8,700 5 desks, 5 exec chairs, 8 side chairs, 5 filing cabinels, 5 bookcases, 5 caiculaltors
Modutar/Cubicle Furnilure 4,000 4,000 Three 8x8 cubicles {(panels only, no furniture) clustered logether with electncal power
Netwark Ready Catniputers 13,750 13,750  Computer, monitor and software inslallahon for 5 staif people
Network Laser Printer 2,000 2,000 Mid-range Laser Printer
Printer Toner Carlridges 1.000 1,500 Assume need lo replace 10/year @ $100 each
Fax Machine - 1,000 1,000 Mid-range Fax Machine
Fhones 1,225 1,225 5-six butlon line phones, purchase and installation
Scanner 750 " 750 Mid-range Scanner '
Netwark Access Charges 11,542 17,313 Yearly Cily access charges for Computers, Printer, Phones, Fax and Scanner
Hardware Malntenance asp 1,275 Eslimate $170 per computer - -
SDDPC Applicalion Support/Labor 3950 5,925 Eslimate 10 hours/year per PC @ 3¥7%hour
T Cell Phong'- 357 536 One cell phone for Chief of Staff {free phone, $29. 75/month)
Pagers . . 153 153 Two pagers for Chief of Staff and Assistant Chief {Apollo Pocsag ajpha-numeric)
Conlmgencv Reserve 25,000 25,000 For personnel negoliations or non-personnei emergencles (approx 3% of 1 year budgef)
TOTAL ' : $‘ 752,237 $1 ,046,099

ole: if needed a Laplup and Pmmma Projec{or can be bormwed from the City‘s Informalion Technology Dept




THE CITY OF

SAN DIEGO

CITY ADMINISTRATION BUILDIN G » 202 C STREET + SAN DIEGO, CALIF 52101

CHARLES . ABDELNOUR, ].D

_ _ _ Office of the
City Clerk, C.M.C. . ) CITY CLERK
) . 533-4000
ecember 1,2000 o Page 1 of2 :

The Redlstrlctmo Commxssmn for the Clty of San Dieg ao is acceptmg applications for the
position oft :

. ) ' N V
Redistricting Commission -
Chief of Staff

BACKGROUND INFORMATION

San Diego is the sixth largest city in the United States with 2 populanon of over 1.2 milifon
citizens. SanDiego operates under a Council-Manager form of government. The Council -
consists of a Mayor elected at large and eight Counci) members elected from districts.

The Redistricting Comrmission, subject to the provisions of the City Charter relating to

~ referendum and initiative powers of the people, hasthe sole and exclusive authority to adopt |
' plans which specifv the boundaries of districts for the City Council. The Redistricting
Commms;on must abide by Sa.n Diego Clty Charter, Arhcle 1, Sectxon 5 1

THE POSITION

There is currently one vacancy for Chief of Staff The. posmon TepOorts dlrcctly to the
Redistricting Commission and will perform the following duties;

(1) Assist the Redistricting Comnmissioners and provide technicel and demographic assistance to
analyze and formulate redistricting plans and maps.

- (2) Compxle databases of election returns and demograp}uc charactensncs at the precinct/census
" tract level or other unit of analysis, as needad,

(3) Compxle expert rcports studies and court findings pertaining to redistﬁcﬁng.

(4) Compﬂe cases, statutﬂs resolutlons rcports learned treatises, ete. reﬂ ecting the exxstence of
past and continuing discrimination in related to redistricting.

(3) Produce informationalleducational materials relevant to TEdlSt’i‘lCth

(6) Work wﬁh the City A‘ftomey s Office to obtain legal assistance where necessary fO InSUrE - .- o
comphance with the Constitution, Voting Rights Act, Brown Act, and Cl‘fy of San chgo Chartcr

(7) Select train and supervise subordmate staff S I

NOTE: Lencrth of employment is from February 2001 until the redlstnctme plan adontad bv the %
e

rJC
Compmission becomes effestive and znv'and all Jezal and refarendum chailengss have been 5f
resolved. ' - '

DIVERSIT

o EANGSUS AL TDG
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THE CITY OF

SAN DI L_,GO

CITY ADMINISTRATION BUILDING » 202 C STREET + SAN DIEGO, CALIF 92101

~

CHARLES G. ABDELNOUR, J.D..

o : ‘ - ‘Offi.ce of the
City Clerk, C.M.C. - : _ CITY CLERK
‘ : ' . 533-4000 .
- Page2of 2
QUALIFICATIONS

The ideal candidate will have the followmg

:Excellent verbal communication, Wiiting and computer slalls
. Strong knowledge of the City's budget process.
Strong menagement/supervisory skills.

Ability to handle multiple assignments and work well under pressure
. Be & self-starter with a high degree of initiative.

: Good judgement, a I'ugh degree of polstxcal acumen and effective mterpersonal
' - skills.

Ability to deal with pubhc ofﬁmals comumunity Ie.aders the gencral pubhc and
others in & tactful manner,

A working knowiedge of the City of San Dlego and it’s diverse. communities,
A strong background in municipal government is highly desirable.

Relevant experience, education and training which would provide the candidate
with the knowlcdge skills and ab111t1es required to perform assigned duties.

m&s&ucm

e Salary to be negotiated and is contingent on quahﬁcatmns

Gernerous benefits package available including various rctn'ement savmcs he:alth
msurancc and 1ife insurance options.

SELECTION PROCESS

Those interested in applying for the position should forward a lett r of interest, current resume,
three writing samples, and the namies and telephone numbers of three professional references to:
City Clerk’s Office, Attn: Bonnie Stone, Elections Analyst. 202 C Street. Szn Diego. CA 92101
no later than 5:00p.m. on Monday January 15,2001.

. After areview of the submitted materials, a se lcct nurnber of ca.nd1dates wﬂl be mwted to
partmpate in an interview.

The City of San Diego is an Equal Opportunity Em;ﬁloyer.

DlVERS!\\

: ' FRNGS US AL TOSE
Frinironmowded 2oz



BUDGET JAN 09 2008 #3

OFFICE OF MAYOR JERRY SANDERS

CITY OF SAN DIEGO
MEMORANDUM
DATE January 2, 2008
To :  Councilmember Toni Atkins

Members of the Budget Committee

FroM :  Lisa Briggs, Policy Advisor
Office of the Mayor

SUBJECT: Balanced Budget Recommendation

On January 22, 2007, Mayor Jerry Sanders established the San Diego Charter Review
Committee. This Committee was charged with conducting an in depth review of the
Citv’'s Charter in order to make recommendations which would clarify the changes
brought about by the “Strong Mayor™ form of government as well as implement key
financial reforms. The Committee created three subcommittees including the
Subcommittee on Financial Reform.

The Subcomunittee on Financial Reform was charged with determining what Charter
modifications would be required to implement the Kroll recommendations. As the
Subcomumitiee began meeting, the question of a Balanced Budget requirement within the
Charter was raised by the Subcommittee, Over the course of August and September
2007, the Subcommittee and staff researched this issue and worked to craft language that
would best meet the needs of the City of San Diego.

Attached is the Executive Summary of the Final Report of the San Diego Charter Review
Committee which deiails the process and actions of this past summer. Also attached is
Recommendation # 8 which is the language approved by both the Subcommittee on
Financial Reférm and the full Charter Review Committee which, if approved by the
voters, would establish a balanced budget requirement within the Charter for the City of
San Diego.

Attachments



SAN DIEGO CHARTER REVIEW COMMITTEE 2007

EXECUTIVE SUMMARY OF THE FINAL REPORT

On January 22, 2007, Mayor Jerry Sanders began the process that has produced this report
when he called for the establishment of the San Diego Charter Review Committee. After 35
weeks of service as San Diego's first elected Chief Executive Officer since 1931, the Mayor
had noted a number of problems in the City's historic shift away from the Council-Manager
form of government. In the Mayor's Memorandum on “Establishment of a Charter Review
Committee”, he stated: “In the City’s first year operating under Article XV: Strong Mayor
Trial Form of Governance it has become apparent there are a number of areas where
clarification and fine-tuning would help achieve the original intent of this reform.” The
Mavyor pointed out that long-term implementation of Article XV was problematic because of
its lack of clarity: ™I believe that we can all agree roles and responsibilities are unclear, the
business of the public is not optimally served, and that a fresh review of this Charter section
is a timely priority.”

in order to undertake the needed review of the Charter, the Mayor asked the City Council to
assist in forming a Committee. Each member of the City Council recommended an
individual to represent his or her district. When the Mayor asked for these nominations, he
ciearly stated his ideals for the composition of the Committee: “We are looking for
individuals who can be independent, possess scholarly and operational subject matter
expertise, those who have experience with previous charter reform efforts and who are
breadly representative of our talented citizenry.” Applying the Mayor's criteria, the Council
nominated Committee members, the Mayor confirmed one nominee from each Council
member, and added members “to round out the Committee ensuring a representative
batance.”

The San Diego Charter Review Committee was given a very clear set of responsibilities. The
Mavyor had asked four questions, defining the subject areas around which the Committee
should build its workplan. The Committee made finding the answers to those four questlons
its Mission Statement: “To determine modifications necessary to impiement the Krolf
Report recommendations and other financial reforms; to clarify the roles and responsibilities
of elected officials and the separation of powers under the Strong Mayor form-—of
governance; to identify meodifications that would improve the functionality of the Strong
Mavor form of governance during the trial period; and to identify legislative tightening that
would be required for effective permanent implementation of the Strong Mayor form of
governance.” The Committee then established three Subcormmittees with which to
accomplish its mission.

The Subcommittee on Interim Strong Mayor would take on the issues of improving the
functionality of the Strong Mayor form of governance, and identifying legislative tightening
required to implement it on a fong-term basis. The Subcommittee on Financial Reform
would address the recommendations made by the Kroll Report, and other needed financial
reforms. The Subcommittee on Duties of Elected Officials would handle the clarification of



the roles and responsibilities and separation of powers under the Strong Mayor form of
governance. The Chair of the Committee requested each of the Committee members (o
identify which Subcommittee best fit their interests in the reform process. The division of
labor necessary to allow the Committee to accomplish its mission proved sasy to achieve,
and each Committee member was assigned to the Subcormmittee of his or her choice. The
Subcommittees each voted to approve a workplan assembled by staff, and the full
Committee approved all of them,

For nearly stx months {from Aprit 13 to October 4), the San Diego Charter Review
Committee and its Subcommittees held 51 meetings, including public forums in every
Council District, and meetings by both Subcommittees and full Committee in Balboa Park
and City Hail. The pubiic forums and full Committee meetings were all televised on City
Channel, and then pitaced on the website for webcast. The research that the Committee and
its Subcommittees have done has been handed out at all meetings, and placed on the
website for wider distribution. During 25 weeks of meetings and forums, the
Subcommittees and full Committee heard testimony from labor representatives, members of
the business community, employees, administrators and elected officials of the City
government, experts on urban .governance, members of good government groups, and as
many members of the wider public who were so clvic-spirited as to participate. in terms of
the experience of previous San Diego charter commissions, as well as charter commissions
from other cities, the process was very open and inclusive. The full Committee and its
. Subcommittees voluntarily operated under the requirements of the Brown Act for posting its
meetings, taking input from the public and holding all of its meetings and conducting its
research and deliberations in full public view with citizen participation. The San Diego
Charter Review Committee is grateful for all of the assmtance that it received from the
public-spirited citizens and residents of this City.

I. PROPOSED CHARTER CHANGES FOR THE 2008 BALLOT

Based on all of the input received, the Subcormmittees were able to research the many
items in their workplans, deliberate on proposals for Charter revision, and forward their
recommendations to the full Committee. The Subcormmittees made their work availabie to
other Committee members, presented their findings and recommendations before the
Committee, and participated in the deliberaticns on their recommendaticns. Each of the
recommendations below was passed by a majority vote on motions in both the relevant
Subcommittee and the full Committee.

The Subcommittees attempted to maintain a2 divisian of labor, but an inevitable overlap
occurred, For example, the issue of the Mayor’'s status in terms of redevelopment was
handled by the Interim Strong Mayor Subcommittee, but concerns the Duties of Eiected
Officials. Likewise, the Financial Reform Subcommittee addressed the balanced budget
issue, which required examination of the Duties of Elected Officials in adopting and
implementing a balanced budget. The unintended overlap between the subject matters of
various Subcommittees did not create any difficulties, and in fact served to improve the
Committee’s work product. Charter review is inherently a collective enterprise in.that anly
the voters can change the City Charter. As democratic theory suggests, the more
individuals participate, the better the quality of decisions made.

Because of the cross- cutting nature of the work of the various Subcommlttees and the fact
that these recommendations differ in their time sensstlwty, the Committee concluded that it
was best 1o categorize Its recommendations in terms of when they should be moved forward
to the ballot. Because of the importance of assuring that the Strong Mayor Trial truly
provides an idea of the improvement that this form of government may offer, the



Committee felt that extending the Trial Period and fine-tuning it to allow a fair assessment
of this governmental system was a critical need. Because of the recent fiscal woes of the
City—as evidenced by the SEC monitoring and Consent Decree, and the Kroll Report’s
assessment of the City’s failure to adequately fund its infrastructure and pension
systems—the changes te deal with the issues raised by Kroll were also seen as an
immediate priority. Lastly, some of the changes to ciarify the duties of elected officials are
inciuded in this.category because there is an urgent need for improvement.

Other recommendations that the Committee is making are also of great importance and
should not be neglected, but the Committee felt the need to prioritize its recommendations
for Charter change. In general, recommendations 1-4 are those that emerged from the
Interim Strong Mayor Subcommittee. By contrast, recommendations 5-8 have been made
by the Subcommittee on Financial Reform. Finally, recommendations 9-11 deal with the
matters that the Subcommittee on Duties of Elected Officials identified during its work.
However, as indicated above, there was some overlap between the work of the
Subcommittees, and each will have made a significant contributién if the City follows up on
its work. Rafer to Appendix II of the Final Report for the exact language of all of the
proposed Charter changes, as each was ratified by the Commitiee.

1. PROPOSED CHARTER CHANGES FOR A LATER BALLOT

The Committee also identified 3 number of other Charter changes that were needed.
However, unlike the amendments the Committee has recommended for the 2008 ballot,
these items could be handled at a later time., They are not needed as urgentiy as the 11
Charter amendments recommended above. Two of the Subcommittees forwarded to the
Committee some of the Charter changes that are recommended for a iater baliot.” The
Interim Strong Mayor Subcommittee proposed the Redevelopment Agency amendment, and
the Subcommittee on Duties of Elected Officials forwarded the amendments regarding
appeointments of City representatives to cutside organizations, and the appointment and
removal of the Personnel Director. The full Committee approved all of these amendments
except one by majority vote. The Committee divided evenly on whether to approve the
Charter amendment regarding the Personnel Director. Refer to Appendix II of the Final
Report for the exact language of all of the proposed Charter changes, as each was ratified
by the Committee.

II1, IV and V: OTHER MATTERS

The Committee also deliberated upon - other matters, besides the 14 recommendations
above, Specifically, the Committee examined the composition of the SDCERS Board of
Administration, but did not think that it should be altered. Secondly, the Committee
recommended Municipal Code language to the Mayor and Council, should the voters
approve the Audit Committee and City Auditor-related Charter amendments offered in the
Report. Finally, the Committee identified 11 other items upon which further study might be
needed by 8 future Charter Commission or Committee. The SDCERS status gquo
recommendation, the Municipal Code language, and the “further study” items are the
subjects of Secticns III, IV and V of the Report.

VI. ASSEMBLY OF THE FINAL REPORT

On October 4, 2007, the Committee deliberated upon its Final Report, ultimately addressing
nine separate motions. These motions established the priority to be accorded to its various
recommendations, and provided for the editing to be done upon the document prior to
submission {o the Mayor and Council.



First Mption

Motion to classify recommendations on Interim Strong Mayor and Legislative Tightening as
changes that are proposed for the 2008 ballot:

1. CHANGES PROPOSED FOR THE 2008 BALLOT
INTERIM STRONG MAYOR AND LEGISLATIVE TIGHTENING

L. Extends the trial period in Section 255 (Operative Date; Sunset of Article; Future

- Action by Voters) tce December 31, 2014, at which pomt Articte XV {Strong Mavor

Trial Form of Governance) shall be made permanent, unless voters approve a ballot
measure to extend, shorten or repeal the effective period of this Article,

2. Amends Section 285 (Enactment Over Veto) and Section 290 {Council Consideration
of Salary Ordinance and Budget; Special Veto Power) to reguire a two-thirds Council
majority vote to override a mayoral veto,

{AND)

Amends Secticn 285 (Enactment Over Veto) to require that if an ordinance or
resofution requires a twe-thirds vote or other supermajority vote greater than two-
thirds of the Council to pass, then the number of Council votes necessary to override
the Mayor’s veto shall be one vote more than was necessary to pass the resolution or
ordinance. (Also amends Section 290 (Council Consideration of Salary Ordinance
and Budget; Special Veto Power) to correct an inaccurate reference to Section 71 as
the Charter Section regarding a balanced budget; the Ianguage such as It is at
present, occupies Section 69.)

3. Amends Section 270 (The Council) to increase the number of Council districts from

eight to eleven, with the redistricting to add the three additional districts to occur as
soon as practicable.

4, Amends Section 270 (The Council) to clarify that Office of the Independent Budget
Analyst is authorized under the Charter to act as a budgetary and policy analyst for
the City Council.

The first maotion was -approved by Roll-call Vote: Affirmative = Bersin, Channick, Cleves

Anderson, Davies, Kwiatkowski, Milliken, Mudd, Netson, Roth, Sparrow; Negative = Gordoen,

Sorensen: Absent = lones, McDade, Wilson.?

Second Motion

Motion to classify recammendations on Financial Reform and the Kroll Report as changes
that are proposed for the 2008 ballot:

1. CHANGES PROPOSED FOR THE 2008 BALLOT

' Committee members Donna Jenes, ). Michael McDade and Lei-Chala Wilson were unable to attend
the final meeting of the Committee. However, they approved the Final Report in draft form, and
signed the signature sheet that it includes. The Committee did not make any substantive changes to
the items upon which these three Committee members had voted in prior meetings, and the Final
Report presented on October 4, 2007 had already been edited in accordance W|th their directions,
based on the draft issued September 27, 2007,



FINANCIAL REFORM AND THE KROLL REPORT

5. Amends Section 39 (City Auditor and Comptreller) and Section 265 (The Mayor} to
indicate that the Chief Financial Cfficer shall assume the responsibilities of the City
Auditor and Comptroller (or "City Auditor and Controller”); amends Section 117
{Unclassified and Classified Officers) to clarify that the Chief Financia! Officer remains
exempt from civil service, as the Clty Auditor and Comptroller presently is by virtue
of department head status.

(AND)
Amends Section 45 (City Treasurer) to remove the need for Council confirmation of
the City Treasurer. -

6. Adds a new Section 39.1 (Audit Committee) to establish an Audit Committee
consisting of five members composed of two members of the City Council, one of
whom shall serve as Chair, and three members of the pubiic. The public members
shail be appointed by the City Council from a pecol of candidates to be recommended
by a majority vote of a screening committee comprised of the Chief Financial Officer,
the Independent Budget Analyst, the City Attorney or his or her designee, a member
of the City Council and two outside financial experts.

7.  Adds a new Section 39.2 (City Auditor) to establish a City Auditor who shall be
appointed by the City Manager in consultation with the Audit Committee and
confirmed by the City Council. The City Auditor shall be a Certified Public Accountant
or Certified Independent Auditor. The City Auditor shall serve for a term of ten (10}
years and report to the Audit Committee, The Audit Committee with a four-fifths vote
may terminate the City Auditor with a right to appeal to the City Council who can
override the Audit Committee’s action with a two-thirds vote. Amends Section 111
{Audit of Accounts of Officers) to transfer auditing responsibilities of City Auditor and
Comptrolier to City Auditor and Audit Committee.

8. Amends Section 69 (Fiscal Year and Manager's Estimate) to require that the Manager
propose and the Council adopt 2 balanced budget annually, The term “balanced
budget” will.- mean sufficient funds are available to cover projected expenditures, The
Manager shall monitor and report on the budget throughout the fisca!l year and if he
or she determines there will no longer be sufficient funding from all available sources
to cover projected expenditures and encumbrances, the Manager shall propose
revisions to keep the budget balanced. Within 60 days of the Manager's submission
of these revisions, the Council shall adopt them or offer alternative ones to ensure a
balanced budget. The Manager and Councii shall take the necessary steps to ensure
a balanced budget by the end of each fiscal year. The City shall post copies of the
budget on appropriate electronic media, such as the internet, to allow the public full
access {o the document.

The second motion was unanimously approved by Roll-call vote: Affirmative = Bersin,
Channick, Cleves Anderson, Davies, Gordon, Kwiatkowski, Milliken, Mudd, Nelson, Roth,
Sorensen, Sparrow; Absent = Jones, McDade, Wilson.

Third Motion
Motion to move the SDCERS status quo recommendation, which the Report had griginally

placed amoeng the Financial Reform and the Kroll Report category, to an alternate section of
the report, including items to which the Committee recommends no changes:



111, ITEMS UPON WHICH NO CHANGES ARE RECOMMENDED

15, Recommends maintenance of the status guo in regard to the Board of Administration
of the San Diego City Employees Retirernent System. The recent Charter changes
seem to be working well, despite recommendations by the Kroll Report for a board
with a different number of members and different affiliations.

The third motion was approved unanimously by Voice-vote: Affirmative = Bersin, Channick,
Cieves Anderson, Davies, Gordon, Kwiatkowsk!, Milliken, Mudd, Nelson, Roth, Sorensen,
Sparrow; Absent = Jones, McDade, Wilson.

Fourth Mgtign

Motion to classify recommendations on Duties of Eiected Officials as changes that are
proposed for the 2008 ballot;

1. CHANGES PROPOSED FOR THE 2008 BALLOT

DUTIES OF ELECTED OFFICIALS

9. Amend section 117 {Unclassified and Classified Services) to clarify that Police
officers, fire fighters and lifequards whe participate in the Safety Retirement System
are exempt from Managed Competition.

10, Amend Section 40 (City Attorney) to create professional qualifications for this Office,
define the civil client as the municipal corperation of the City of San Diego, clarify
authority over the control and settlement of litigation, and establish a process
allowing a City entity to retain outside legal counsel {at the entity’s own expense)
when the City Attorney’s Office may not provide legal advice due to an ethical or
financial conflict of interest.

The fourth motion was approved by Roll-call vote: Affirmative = Bersin, Channick, Davies,
Milliken, Mudd, Nelson, Roth; Negative = Cleves Anderson, Gordon, Kwiatkowski, Sorensen,
Sparrow; Absent = Jones, McDade, Wilson.

Fifth Motion

Motion to re-classify the Salary Setting recommendation, so that it is listed among the
recommendations on Duties of Elected Officials as changes that are proposed for the 2008
ballot; further to retain the “Later Ballot” classification proposed for the recommendations
on Appointments to Outside Organizations, Personnel Director and Redevelopment Agency:

[. CHANGES PROPOSED FOR THE 2008 BALLOT
DUTIES OF ELECTED OFFICIALS

it Repeal Section 24.1 (Mayor's Salary) and amend Section 12.1 {Councilmanic
Salaries), Section 40 (City Attorney) and Section 41.1 (Salary Setting Commission)
to alter the salary setting process for all elected officials, Henceforth, the Salary
Setting Commission shall include individuals with particular expertise, authorized to
examine all appropriate factors and establish the salaries of the Mayor, City Attorney
and Council, The Ceouncil must adopt the Salary Setting Commission’s



recommendations for salaries, and the Mayor may not veto them. The public will
retain its referenda authority over the ordinance enacting these salaries.

I1. CHANGES PROPOSED FOR A LATER BALLOT

12, Amend Section 265 (The Mayor) to aliow the Mayor to submit nominees for
consideration when controlling law vests the power to appoint City representatives to
boards, commissions, committees and governmental agencies in the City Council or
a City Official other than the Mayor.

13. Amends Section 265 (The Mayor) to authorize the Mayor to act as the Chief
Executive Officer of any organization established by federal or state law for which the
City Council acts as the governing or legislative body. In this capacity, the Mayor
will supervise the administrative affairs of these organizations, and hold the same
administrative and procedural power and authority that the Mayor has in conducting
City affairs, including the power of veto. This would institutionalize the Mayor's
present position as Executive Director of the Redevelopment Agency.

14, Amend Section 265 (The Mayor) to allow the Mayor to appoint the Personnel
Director, subject to Council confirmation, and to dismiss the Personnel Director
without recourse.

The fifth motion was approved unanimousty by Roll-call vote: Affirmative = Bersin,

Channick, Cleves Anderson, Davies, Gordon, Kwiatkowski, Milliken, Mudd, Nelson, Roth,

Sarensen, Sparrow,; Absent = Jones, McDade, Wilson.

Sixth Motion

Motion to approve Municipat Code recommendations regarding the Audit Committee and
City Auditor: .

IV, SUMMARY OF MUNICIPAL CODE PROPOSALS

16. The Subcommitiee on Financial Reform offered draft language to provide an idea of
its “legislative intent” for the actions of the Audit Committee. If the voters pass the
Audit Committee Charter Amendment, then the Charter Review Committee has
recommended language to codify the operations of the Audit Committee.

17. The Subcommittee on Financial Reform has offered draft language to provide an idea
of its “legislative intent” regarding the types of auditing that the City Auditor should
include in the Audit Plan. These include management audits, performance audits,
and audits of the economy and efficiency of City operations. If the voters pass the
City Auditor Charter Amendment recommended above, then the Committee has
recommended language to codify the cperations of the City Auditor.

The sixth motion was unanimously approved by Voice-vote: Affirmative = Bersin, Channick,
Cleves Anderson, Davies, Gordon, Kwiatkowski, Milliken, Mudd, Nelson, Roth, Sorensen,
Sparrow; Absent = Jones, McDade, Wiison.

Sevéntﬁ Motion

Motion to forward list of items for further study by a later Charter Committee or Commission
(parking lot):



V. ITEMS RESFARCHED, BUT NEEDING FURTHER STUDY BY A FUTURE
CHARTER COMMITTEE OR COMMISSION

18. Appointment of City Attorney

19. Automatic Charter Review
20. Budgetary Authority

21, City Investment Policies
22. Filling Vacancies

23. Independent Budget Analyst’s Status

24. Integration of Strong Mayor Concept into City Charter
25. Intergovernmental Relations '
26, Mayor's Rale in Closed Session

27. Posslbility of Opting into CalPERS

28. Timing of Budget Process

The seventh motion was unanimously approved by Voice-vote: Affirmative = Bersin,
Channick, Cleves Anderson, Davies, Gordon, Kwiatkowski, Milllken, Mudd, Netson, Roth,
Sorensen, Sparrow; Absent = Jones, McDade, Wilson.

Eighth Motion

This was a meotion to alter recommendations in accordance with staff input. The staff noted
that some of the recommendations would have been problematic, as the Committee had
originally approved them. Such items as clearly retaining the CFO's civil service-exempt
status, avoiding gender references in the City Treasurer language, specifying 8 manner by
which the screening committee would recommend candidates for the Audit Committee,
needed to be fixed. None of these changes substantively altered the originat
recommendations by the full Commitiee. The Committee voted to approve all of these
changes, and they are reflected in the fanguage of the recommendations listed above. The
eighth motion was unanimously approved by Voice-vote: Affirmative = Bersin, Channick,
Cleves Anderson, Davies, Gordon, KwiatkowsKi, Mitliken, Mudd, Nelson, Roth, Sorensen,
Sparrow; Absent = Jones, McDade, Wilson,

Ninth Motion

. This was a motion to approve the report, with a request that the Chair edit it to reflect both
fixes to any typographical errors, as well as changes in the tone and diction of some
sections which members found problematic. The ninth motion was approved unanimously
by Roll-call vote: Affirmative = Bersin, Channick, Cleves Anderson,” Davies, Gordon,
Kwiatkowski, Milllken, Mudd, Nelson, Roth, Sorensen, Sparrow; Absent = Jones, McDade,
Wilson.

The Chair worked ciosely with staff to ensure that the Final Report accomplished all of the
things that Committee members sought through the passage of the ninth motion. If there
are any mistakes in the final document, these are not by design, but rather are the proguct
of the human imperfection that has rendered every City Charter 2 work in progress,
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Recommendation #8: Balanced Budaet

Summary of Recommendation

Amends Section §9 (Fiscal Year and Manager's Estimate) to require that the Manager
propose and the Council adopt a balanced budget annually. The term “balanced
budget” will mean sufficient funds are available to cover projected expenditures. The
Manager shall monitor and report on the budget throughout the fiscal year and if he
or she determines there will no longer be sufficient funding from all available sources
to cover projected expenditures and encumbrances, the Manager shall propose
revisions to keep the budget balanced. Within 60 days of the Manager’s submission
of these revisions, the Council shall adept them or offer alternative ones to ensure a
balanced budget. The Manager and Council shall take the necessary steps to ensure
a balanced budget by the end of each fiscal year. The City shalt post copies of the
budget on appropriate electronic media, such as the internet, to allow the public full
access to the document.

Recommended Charter Language

Section 69: Fiscal Year and Manager’s Estimate

The fiscal year of the City shall begin with the first day of luly and shall end with the
next succeeding 30th day of June. On or before the first meeting in May of each year -
the Manager shall prepare and submit to the Council 2 budget of the expense of
conducting the affairs of the City for the ensuing fiscal year. Departments not under
the Manager shall submit their annual budget estimates to the Manager, or to such
official as he may designate, and in such form as he shall require on or before Aprll 1
for transmittal in proper form by the Manager to the Council. Each fiscal year, the
City Manager shall propose and the City Councll shall adopt a balanced budget. As
used in the City Charter, a balanced budget means that there is available funding
from all sources sufficient to cover projected expenditures for said fiscal year. The
budget shall include & summary outline of the fisca! policy of the City for the budget
year, describing in connection therewith the important features of the budget plan; a
general budget summary setting forth the aggregate figures of the budget in such
manner as to show the balanced reiations between the total proposed expenditures
and the total anticipated income and other means of financing the budget for the
ensuing year, cantrasted with corresponding figures for the current year, The
classification of the estimate shali be as nearly uniform as possible for the main
divisions of all Departments and shall furnish necessary detailed fiscal information.

The City Manager shall monitor and report on said budget throughout the fiscal year
and if subsequent to the adoption of the annual balanced budget the Clty Manager
determines that there will no longer be sufficient funding from all available sources
ta cover projected expenditures and encumbrances, the City Manager shall propase
revisions to the budget so that it is balanced. No longer than 60 days from the date
of submittal by the City Manager of said revised budget, the City Council shall adopt
the proposed revisions or ¢offer alternative revisions to ensure the budget is
baiancad. The City Manager and City Council shall take the necessary steps to
ensure a balanced budget by the end of each fiscal year.

The Council shall provide for printing a reasonable number of copies of the estimate
thus prepared, for examination or distribution to citizens at least fifteen days before
final passage. Copies shall also be furnished to the newspapers of the City and to
each library thereof which is open to the public. The City shall post copies of the
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budget on appropriate electronic media, such as the internet, to allow the public.full
access to the document.

Recommended Language for Official Ballot

Section 69: Fiscal Year and Manager's Estimate

The fiscal year of the City shall begin with the first day of July and shall end with the
next succeeding 30th day of June. On or before the first meeting in May of each year
the Manager shall prepare and submit to the Caouncil a budget of the expense of
conducting the affairs of the City for the ensuing fiscal year. Departments not under
the Manager shall submit their annual budget estimates to the Manager, or to such
official as he may designate, and in such form as he shall require on or before April 1
for transmittal in proper form by the Manager to the Council. Each fiscal vear, the
City Manager shall propose and the City Council shall adopt a batanced budget. As
used in the City Charter, a balanced budget means that there is available funding
from_all sources sufficient to cover projected expenditures for said fiscal vear. The
budget shall include a summary outiine of the fiscal policy of the City for the budget
vear, describing in connection therewith the important features of the budget plan; a
general budget summary setting forth the aggregate figures of the budget in such
manner as to show the balanced relations between the total proposed expenditures
and the total anticipated income and other means of financing the budget for the
ensuing year, contrasted with corresponding figures for the current year. The
classification of the estimate shall be as nearly uniform as possible for the main
divisions of all Departrents and shall furnish necessary detailed fiscal information.

The City Manager shali monitor and report on said budaet throsaghout the fiscal year
and if subseguent to the adoption of the annual balanced budqget the City Manager
determines that there will no longer be sufficient funding from all available sources
to cover proiected expenditures and encumbrances, the City Manager shall propose
revisions to the budget so that it is balanced. No lonager than 60 days from the date
of submittal by the City Manager of said revised budget, the City Councit shall adopt
the propegsed revisions or offer alternative revisions to ensure the budget is
bajanced. The City Manader and City C cil shall take the necessary steps to
ensure 3 balanced budget by the end of each fiscal vear.

The Council shall provide for printing a reasonable number of copies of the estimate
thus prepared, for examination or distribution to citizens at least fifteen days before
final passage. Copies shall also be furnished to the newspapers of the City and to
each library thereof which is open to the public._The City shall post copies of the
budget on appropriate electronic media, such as the internet, to allow the public full
access to the document.
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AUDIT JAN O 7 2008 #3

OFFICE OF INDEPENDENT BUDGET ANALYST
CITY OF SAN DIEGO

MEMORANDUM

No. 08-1
DATE: January 2, 2008
TO: Honorable Members of the Audit Committee.

. . —_—
FROM: Andrea Tevlin, Independent Budget Analyst M f

SUBJECT: Charter Revision Proposals

On Monday, January 7, 2008 the Audit Committee will consider revisions to the City Charter
proposed by the Mayor’s Charter Review Committee. The items for Audit Committee
. consideration are the proposals for an Audit Committee and a City Auditor. .

The IBA has provided the attached reports for Audit Committee review. They include a
comprehensive review of the significant research and analysis the IBA has performed on this
topic over the iast year and a half. The reports include our original review of the Kroll Report,
published August 30, 2006 (see pp. 3-9), the IBA’s May 17, 2007 report to the Charter Review:
Committee on Auditor Independence and Audit Committee Issues, and our recent report to the
Rules Committee on the final recommendations of the Charter Review Committee (see p. 4).

. As we have shown, there are several acceptable models for the City’s Audit Organization. The
model recommended by the Charter Review Committee is acceptable and is supported by the
IBA. We reiterate that Mayoral appointment of the City Auditor is satisfactory in this model
because it is paired with legislative appointment of the Audit Committee members and other
safeguards for City Auditor independence, including reporting to the Audit Committee and City
Council upon appointment. Mayoral appointment of the City Auditor would not be acceptable
without these protections. Nor would Mayoral appointment of the citizen members of the Audit
Committee provide for the necessary independence of the committee from management. The
IBA continues to recommend no management oversight of the Audit Organization, which isa
basic tenet of the best practices cited.

Attachments:
1. IBA Report 06-35: Responses to Remedml Recommendations of the City of San Diego's
Audit Committee
2. IBA Report 07-55: Auditor Independence and Audit Committee Issues
3. IBA Report 07-102: Charter Review Committee Recommendations -



THE CITY oF SaN Dieco

OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT

Date Issued: August 30, 2006 ' . 1BA Repor’f Number: 06-35 -

Clty Councn[ Agenda Date September 6, 2006

| CJTtem Number 601

Item: Responses to Remedial Recommendations of the City of San Diego‘.s_ Audit".
Committee : '

OVERVIEW L :
In February 2005, the City Council adopted a resolution to retain Kroll, Inc. (“KroII”) to - -

- evaluate the investigative reports-of Vinson & Elkins and the City Attorney and to make '
appropriate recommendations to the City Council. At a meeting with SEC officials on

© March 2, 2005, the City was instructed to complete a thorough investigation into its own
finances and develop a plan for remediation.” In response to SEC concerns, the City - . o
formed an independent Audit Committee on March 8, 2005 consisting of Kroll . - o
representatives Arthur Levitt, Lynn Turner and Troy Dahlberg. |

On August 8, 2006, the City’s Audit Committee presented the Report of the Audit
Committee of the City of San Diego that included investigation into the Retirement
System and Sewer Rate Structure (“Kroll Report”). As was requested by SEC officials,
the Kroll Report provided details of the Audit Committee’s investigationanda .
comprehensive remediation plan to correct the City’s internal controls and prevent future
* - control lapses. ' :
On August 24, 2006, the Mayor presented his response to the Kroll Report The Mayor :
and his staff carefully reviewed the report, identifying 121 recommended remediations -~ S
which they organized into 33 different categories. In his memorandum to the City
Council dated August 24, 2006, the Mayor indicated that he had directed his staff to
begin implementing all of the recommended remediations identified. The Mayor’s
implementation plan provides brief responses for the 121 identified remediation ;
recommendations and associated fiscal impact estimates for the proposed actlons : 'i
dlscussed in each response - : :

e | | _ o |
% = : - Office of Independent Budget Analyst .- = . -
e L 202 C Stret, WS 34 » Sn Diego, (A 92101 e N
A n Tel (619) 2366555 Far (619) 236-6556 ‘ Attachment 1



The IBA has spent the preceding weeks reviewing the report and remediations; as well.
In this report, the IBA presents a discussion on several remediations that we believe.
" warrant critical examination prior to wholesale adoption. While the IBA is supportive of
the Audit Committee’s recommendations and the Mayor’s timeline for implementation,
" we believe that true reform begins with an honest and open exchange of ideas. As the
Audit Committee discussed at the August g® presentation, the City’s past practlce of
suppressing dissent and thoughtful discussion in the interest of expediency was an . . ;
underlying cause of the chalienges the City faces today. Given that admonition, the IBA .
believes it is critical to carefully consider these remediations in a public forum; discuss
the merits of each, and explore possible alternatives. We also emphasize : that adoption of
" the overall strategy should not preclude continuing public discussion and exammatlon as -
plans evolve and details are developed. '

The City must now consider a remediation package that will dramatically alter the way
our government is structured. The reforms that are set into place will establish a -
foundation for the future operation of city government. In time, San Diego will become a .
blueprint for other municipalities facing the same challenges. The reforms that are
considered today should be irrespective of any current elected official or personality;. -
instead, they should focus on establishing a betier process by which local govemment is

" run, today and in the future.

F ISCAL/POLICY DISCUSSION _ : : A
In general, the remediations proposed in the report represent unproved practlces in many .
areas of finance, accounting and management. The IBA has not found any of the *
remediations to be inappropriate or unnecessary; rather we encourage the adoption of all
remediations proposed as part of a total strategy to achieve financial accountability and
operational success, In adr.htlon the IBA strongly endorses the Mayor’s timeline for
individual remediations as well as the broader goal to complete 1mplementat10n within

the next 30 months. This aggressive timeline makes this effort the top pnorlty for the "

City of San Dlego which 1 1 entlrely approprlate and necessary '

The IBA supports and is in agreement with the vast majority of the Mayor’s plan-for
implementation of these remediations. With regard to Budget Policies.and Financial
- Reporting, for instance, all of these recommendations are critical to enhance fiscal
accountablhty, and many of the recommendations mirror those made by the IBA in
several past reports and memos including our review of the FY 2007 Proposed Budget
Many other recommendations, such as Training, Reconciliation of Accounts, and
Personnel, as examples, are clearly procedures and policies that should have always been
in place in this organization. The IBA also supports the recommendations under City
Funding/SDCERS, some of which are also reflective of past recommendatlons by this
_ ofﬁce - . -
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Although the report made 121 recommendations, there is only one recommendation for - -
which our research leads us to believe modifications are warranted. In addition, there are
four subjects we will endeavor to clarify or supplernent with additional détail or
recommendations at this time. The five areas this report will address are:

- Audit Orgamzatlon

City Council Approval of Interdcpartmental Transfers
City Council Review Period -
Internai Hotline
QOversight Monitor

IRV NCENE

Audit Organization - L
Two of the most significant and fundamental remediations recommended by the Kroll ,
Report are the establishment of an Audit Committee and the creation of the Auditor
General position. As recommended in the report, the Audit Committee — which would be
separate and distinct from the Kroll Audit Committee that conducted the investigation
and produced these recommendations — would be made up of three members, including
one Council member and two subject-matter experts appointed by the Mayor subject to.
Council confirmation. The Audit Committee will have oversight of all of the financial
operations that are managed on a day to day basis by the Mayor. The Auditor General,
who will be responsible for internal audits and will report to thé Audit Committee, would
also be appointed by the Mayor subject to Council conﬁrrnatlon '

Together, the two new entities will create an “audit organization,” which will effectively

become a new arm to City government. The central role of this arm will be to provide

- independent oversight and auditing for the accounting and financial reporting functions
of City management., While the IBA strongly supports the creation and role of this audit
organization, we have concemns over the degree of independence that will be accorded
this orgamzatmn by virtue of the powers of appointment recommended by the Kroli
Report.

Independence -

Given that the audit orgamzatlon 8 mdependence wﬂl and should be its most
distinguishing attribute, we believe it is critical to explore the concept of independence
and how to best provide for it in the City’s audit organization, The United States
Government Accountability Office (GAO) states that “the audit organization and the -
individual auditor, whether government or public, should be free both in factand =~
appearance from organizational impairments to independence.”’ Further, the Institute of -

! United States General Accountability Office, G40 Government Auditing Standards A'me'ndme'nt No. 3,
Independence (Washington DC; United States General Accounability Office, 2002), §3.11.
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Internal Auditors (ILA) defines independence as “[t]he freedom from conditions that
threaten objectivity or the appearance of objectivity.” 2

Thus, when establishing this audit organization the City of San Diego must ensure that
the risk of undue influence, either real or perceived, that would impair objectivity and

- independence should be minimized or eliminated. The greatest risk of undue influence
stems from City management, since all of the financial reportlng functions and
organizational controls, on which the audit organization is to perform its auditing
functions, resides with management. Therefore, the key for the audit organization is not
independence in the general sense, as in independence from all City officials and entities,
but independence from management specifically. As a result, balancing the_pow_er of the
various branches within the audit organization is not the desired outcome. Rather, the
audit organization is itself a balance to the enormous power over ﬁna.nc;al reportmg and
internal controls that is rightly vested in management.

Audit Committee

The U.S. Securities and Exchange Commission (SEC) and the Govemmcnt Finance

~ Officers Association (GFOA) place particular emphasis on the separation of management
from audit committes members.> Also, both the GFOA and the Association of Local
Government Auditors (ALGA) strongly recomrnend that management haveno .
involvement in selecting audit committee members.* Each vests the authorlty for

? Institute of Internal Auditors, International Standards for Professional Practice of Internal Auditing - _
(Altamonte Sprinés: ‘Institute of Intemal Auditors, 2003), http:f'/www.thciia.org/index.cfm?d'oc id=2507. o

*«An effectwe audlt committee may enhance the accountant’s mdependence by, among othar things,

* providing a forum apart from management where the accountants may discuss their CONCETS, " U.S. _
Securities and Exchange Commission, Strengthening the Commission's Requirements Regarding Auditor
Independence (Washington DC: Securities and Exchange Commission, 2003), 17 CFR Parts 210, 240, 249
and 274, http://www.sec.gov/rules/final/33-8183.htm; “An audit commitee providesa forum _separate
from management in which auditors and other interested parties can candidiy discuss concerns.’
Government Finance Officers Association, Recommended Practice: Audit Committees (1997, 2002, and
2006) (CAAFR) (Chicago: Govemment Finance Ofﬁcers Association, 2006).

4 ““The governing body(4) of every state and local govemmem shouid establish an audit

committee or its equivalent...” (4) footnote: “For the purposes of this recommended practlcc
the term ‘governing body’ should be understood to include any other elected officials (e.g.,
county auditor, city controlier) with legal responsibility for overseeing financial reporting,

internal control, and auditing, provided they do not exercise managenal responsfmhty W1th1n
the scope of the audit.”

Govemment Finance Officers Association, Recommended Practice: Audi; Committees (1997, -2002,'1and"
2006).(CAAFR) (Chicago: Government Finance Officers Association, 2006); “Audit committee members
shall be appointed by the legisiative body and all appointees shall be independent of the local government’s
management and administrative service.” Association of Local Government Auditors, Guidelines and
Model Legislation for Local Government Auditors (Lexington: Association of Local Government Audxtors
1999), http://www. nalca orgjreportstegm]anon
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_ establishment of the committee, as well as nomination and appointment of members, in
the governing or legislative body of the organization. In a Strong Mayor form of
government, the Mayor is a member of the management, and therefore it is not
recommended that s/he participate in audit committee appointments.

Additionally, in reviewing other municipalities that use audit committees, the City of
Denver is the only municipality that requires the executive to make appointments of .
private citizens to the committee. The City of Denver has found that this has not allowed
for a sufficient level of independence from management. On August 28, 2006, the.
Denver City Council approved a measure for the ballot to revise the composition of the
Audit Comnittee. This measure is intended to enhance independence by reducmg '
management influence, in the form of appointments, on the Audit Committee.® Finally, -
we refer to the private sector wherein appointments to an Audit Committee are typically
made by the Board of Directors (governing body) rather than by the chief executive’
(management) '

Regardless of the ample evidence to the contrary, some may argue that the current
recommendation is sufficient to ensure independence in that a check and balance is. =
provided through Council confirmation of the Mayoral appointees. In theory, the Council®
would have the ability to reject a Mayoral appointee who either did not meet the required
qualifications or who was not deemed to be sufficiently independent from the City’s
management, in either fact or appearance. While this system does provide a check and
‘balance to ensure some level of independence, it still presents certain challenges. First,
the power of Council confirmation is less effective in reality than in'theory. Council
confirmation proceedings have in the past been little more than a formality, with little or .
no challenge to the appointee. Secondly, this process only gives the Council one choice:
confirm or reject the Mayoral appointee. The selection process whereby candidates are
vetted may not be apparent to the public. The public, and very likely the Council, may,
not know why or how the appointee was ultimately selected. If the appomtee is rejccted

- the same selection process begins again and valuable time is lost. -

The Mayor makes all of the financial appointments within the managéﬁal structure,
including the-CFO, the Budget Director, the Comptroller, and the Treasurer. With 75% .

* During a phone conversation on August 15, 2006, the Director of Communications further elaborated that
the mayoral appointment of four members, including the chair of the committee, to the six-member audit
committee was “problematic.” Denis Burckefeldt (Director of Communications, City and County of
Denver, Auditor’s office), in discussion with Lauren Beresford (intern, City of San Diego, Office ofithe.
Independent Budget Analyst), 15 August 2006; During another phone conversation on August 29, 2006, the -
Director of Communications alerted the IBA that the Denver City Council had approved a ballot measure
to reform the audit committee. ‘Denis Burckefeldt (Director of Communications, City and County of '
Denver, Auditor's office), in discussion with Lauren Beresford (Intern, Clty of San Dlego Office of the
Independent Budget Analyst), 29 August 2006.
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of the appointments to the audit organization made by management as well (the two
private citizens on the Audit Committee and the Auditor General), and insufficient checks
available to non-managerial officials, the IBA concludes that this proposal does not
provide the necessary independence from management to effectively serve the oversight
function as envisioned. This proposal is inconsistent with the national guidelines and

best practices established by reputable advisory organizations. The fact or appearance of
compromised independence in the City’s audit organization would eliminate the potential
benefits of this body’s oversight function. Therefore, the IBA recommends that the City
of San Diego require the legislative body to make the two private citizen appomtments to
‘the Audit Committee, as endorsed by accepted practices and guidelines.

Drawing from procedu:es and practices employed in other organizations, the IRA. .
suggests that the City Council appoint a screening committee to take recommendations
and applications for the positions, review qualifications, and provide a poo! of candidates
to the City Council. The screening committee should be convened immediately and be

- charged to make their recommendations within 60 days of amending the ordinance for
the Financial Reporting Oversight Board, consistent with the timeline as proposed in the
Mayor’s report. Please see Attachment 1 for a sample process to 1mplement th.ts
recommendation.

The Kroll Report recommends that the third member of the Audit Comrmttee be

appointed from among the City Council Members. The Council Member should serve as
a representative of the policy-making body, assisting the committee to identify long-term
or pervasive issues within the organization that should be addressed. Additionaily, as a’
layperson, the Council Member may serve to challenge the Audit Commitiee as a whole
to understand the more basic underpinnings of financial and disclosure statements. The
appo1mment of governing body members is recommended by the ALGA as well as the -
GFOA.® Therefore, we support the Kroll Report recommendation that one Council
Member be appomte_d to the Audit Committee.

We support the Kroll Report recommendation that the Audit Commitiee should estabhsh
a charter, and further recommend that this should include term limits and procedu:es for
removal of committee members. This charter should be approvcd by the’ 1eg151at1ve body, .
the Clty Cou.ncﬂ once drafted. ' , |

S «“The legislative body shall appoint at Jeast one of its members to serve on the committee. Assoc;anon of
Local Government Auditors, Guidelines and Model Legisiation for Local Government Auditors
{Lexington: Association of Local Government Auditors, 1999), http://www.nalga.org/reports/Legislation;
“All members of the audit committee should be members of the governing body.” Government Finance
Officers Association, Recommended Practice: Audit Committees (1997, 2002, and 2006) (CAAFR)

‘ (Chlcago Govemment Finance Ofﬁcers Association, 2006). ) ]
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Auditor General
With regard to the Auditor General, best practices and gmdehnes suggest several
mechanisms by which an auditor can gain independence. The GAO suggests that audit
“heads should be made free from organizational impairment primarily by being directly
elected or appointed by the legislative body or a govemning body. However, s/he also
may be free from impairment if that person is appointed by another official, as long as the
legislative body confirms the appointment, the appointee reports results and is
accountable to the legislative body, and s/he subject to removal by the legmlatwe body
This is supported by the ALGA as well.}

As recommended by the Kroll chort, the City’s Auditor General would be nominated by
the Mayor and appointed by 2 majority vote of the City Council. A 10 year term and .
removal only by the legislative body or the Audit Committee enhances the Auditor.
General’s independence from management. In addition, the Auditor General would
submit reports to the City Council on his/her activities and- ﬁndmgs This model is
consistent with best practices and national guldelmes in ensuring independence for the
Auditor General. In addition, it is not uncommon in the private sector for the executwe

to hire the internal auditor.

Notw1ﬂ1stand1ng this support for Kroll’s proposal it is valuable to take thls Opportumty to
review the benefits and detriments of alternative proposals for establishing this position. -
One alternative is establishing an elected position for the Auditor General. In IBA
Report 06-20, we explored this and several other mechanisms by which the City’s
- Auditor and Comptroller could gain the requisite independenceé from management. Ttis
likely that requiring the Auditor General to be elected would secure the greatest degree of
independence. In this case, the establishment of an Audit Committee- would probably be
- unnecessary, as the Auditor General would report directly to the voters of the City of San
Diego. Many models for an elected auditor exist, although in most cases the position also
has responsibility for treasury and management functions, which the Kroll Report seeks
to separate from the internal audit function. The disadvantage to electing an Auditor .
Geneéral is that the position could become highly political. An elected Auditor General

T«... A government audit organization may also be free from organizationai impairments for external
reporting if the audit organization’s head meets any of the following criteria:... c. is appointed by someone
other than a legislative body, so long as the appointment is confirmed by a legislative body and removal
from the position is subject to oversight or approval by a legislative body, and reports the results of audits
to and is accountable to a legislative body..,” United States General Accountability Office, G40 :
Government Auditing Standards Amendmenr No. 3, Independence, (Washington DC: United States General .
Accountability Office, 2002), §3.30.2.

¥ «“provide for an ‘independent’ auditor either through election or appointment by the legislative body or
chief executive officer. Appointment or removal of an appointed auditor by a chief executive officer

should be subject to legislative approval.” Association of Local Government Auditors, Guidelines and
Model Legislation for Local Government Auditors (Lexington: Association of Local Govcmment Auditors,
1999), http://www.nalga. orngeports/Logxslatlon :
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would not only serve as an expert in auditing, but would also have to be a politician, As -
stated by the City of San Diego’s current Auditor and Comptroller, this may increase

* “susceptibility to special interest groups and other politically powerful members within

the entity.” For this reason, the City’s Auditor and Comptroller found election to be the

least desirable method by which to gain independence from management. In addition, it

is uncertain whether an elected auditor would possess the same high degree of experience

and expertise as that of an appointed auditor, unless the City Charter promded for Spcclﬁc
quahﬁcatlons

The electlon of an Auditor General would first require a Charter change, by the vote of
the people at an election, and then a subsequent election to clioose the Auditor General.
This makes the timeframe for implementing an elected position several years out, at the
very least. Given the support for the Kroll recommendation throughout the guidelines of
reputable advisory groups and in practice nationwide, the IBA recommends that the City
of San Diego move forward to establish an internal audit fiinction with the greatest
degree of 1ndependence possible within the structure of our current City Charter

Another ‘alternative is to have the Audit Committee appomt the Auditor General. Thls
option was also discussed in IBA Report 06-20, wherein we suggested that the Financial
Resources Oversight Board could serve as the appointing authority for this position. A
variation on-this model is seen in Seattle where the commitiee, compnsed solely of
Council Members, has this authority. This model is also seen in the City of San Diego
for both the Personnel Director, who is appointed by the Civil Service Commission, and
the Executive Director of the Ethics Commission, who is appointed by the Ethics '
Commission. Although this altematlve is worthy of consideration and is illustrated by -
other systems that could serve as valuable models, best practices and guidelines more

- consistently support the appointment of the Auditor General directly by the executive, -
given sufficient checks for the legislative body. '

In light of the research discussed above, the IBA supports the report’s,rcc':‘ommcnda"ciori -
that the City of San Diego require the executive to appoint the Auditor General, subject to
the confirmation of the legislative body, provided the IBA recommendation for the City
Council appointment of Audit Comnmittee members is implemented. Together, these
proposals will provide for sufficient independence for the audit organization as a whole.

We furthermore emphasize that the power and responsibility of the City Council’'s - -
confirmation is significant and should be used with great care and thoughtfuiness. - We
recommend that confirmation hearings serve as a last stage in the interview process for
the Auditor General. This public examination should include a process mirroring that .
used in the non_lination phase by the Mayor, including prepared questions ‘m order to

® City.of San Diego. Annual Report on Internal Controls. (San DIGUO Ofﬂcc of the Auchtor and
Comptrolier, 2006), 11.
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assess. the quahﬁcatrons and skills of the candrdate and responses by the candldate 1n .
open sess1on, prior to a vote. -

Final Audit Organization Recommendation : -
The IBA’s recommended model for the audit organization, wherein the Audrt Commrttee :
is established by the legislative body and the Auditor General is nominated by the
executive and appointed with consent of the legislative body, is most consistent with -
principles of independence and best practices across the nation. The IBA strongly

- recommends that'the City Council adopt this model for the City’s audit organization to: .
ensure that, both in appearance and in fact, this organization will entirely fulﬁll the -
independent role envisicned.

Cltv Council A_.pproval of Interdepartmental Transfers. = . T
On July 31, 2006 the City Council approved an ordinance estabhshmg a pohcy to
reorganize the departments of the City, otherwise known as the Business Process
Reéengineering (BPR) Ordinance. This ordinance intended to strike a-balance between = "
the Mayor’s desire to expedmously implement BPR reforms, and the Council’s Charter
authority under Section 26 to “change, abolish, combine, and rearrange™ the City -~ -
departments. ' : ol

The basic provisions of the BPR Ordinance state that prior to 1mp1ementat10n of a Con
proposed BPR, the Mayor will provide a report to the Council detailing any departmental S

or budgetary changes that would result from the BPR, 1nclud1ng the reorgarnization of :

department, division or board, and any required changes to the Administrative Code or. _
Appropriation Ordinance, The Council then has the discretion, within a specrfied rewew -
period, to hold a public hearing on the BPR and to make a deterrnmanon to approve-or -

reject the proposal. - The review period has been established as five Council ; meetings or-

60 days, whichever comes first. If no hearing is held or. determmatlon made wrthm the

Teview penod then the BPR proposal will be deemed approved o

The IBA has expressed concern on several occasions about the Council delegatlng its :
Charter authonty to allow for BPR implementation. This concern was first noted at the =

- Budget and Finance Committee meeting on June 14 and in Memo 06-10, -where the IBA

stated that the Council should retain its authority given its interest in the BPR. process,

. and this being the first year under the new form of government. Subsequent IBA- reports .
and memos echoed this sentiment, and issued new concerns over the:length of the review. .-
period. While we continue to feel that the current process is not optimal with regard to

the length of the review period, the remedial recommendations presented in the Kroll

Report have brought new focus on the delegation of Councrl’s Charter authority.

.Recornmer‘rdatlon 20 in Appendix M of the Kroll Report states the followr_ng: - :
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Interdepartmental transfers to meet budgetary goals, or fbr any other purpose,
should not be permitted unless approved in advance by the City Council.

While this statement is not addressed in the Mayor’s response to the Kroll
recommendations, we believe that it substantiates our concern with the BPR Ordinance.
The Mayor’s BPR process is likely to bring about fundamental reform to the way City .
departments are organized and operated, and the City Council should have a vested
interest in engaging in this process. While the City Council has no authority over the
operation or management of City departments, it does have the authority to determine

how the Clty is organized, granted by Charter Section 26. By surrendenng this authonty,
the Council is abrogatmg one of its sole sources of power. :

To look at it from another perspective, it could also be argued that the BPR Ordlnance as
currently written erodes accountability. Under the current process, the Council is not -
required to affirmatively approve the reorganization of City departments, or the transfer
of dollars, positions or appropriations between departments within the same fund. It is
unclear the degree to which the Council can be held accountable if reforms are made

. without explicit approval. Without having to cast an affirmative vote, there is a greater
chance that BPR proposals will not receive-the highest level of scrutiny.. Quite simply, a

non-voting or de facto approval imparts less accountability than approval that s achleved
by way of an afﬁrmatwe vote.

Arguably, one of the most apparent conclusions of the Kroll Repoft is that the City
_Council has the obligation to fully understand what is being approved. Under the current
BPR process, the Council has surrendered its approval without first knowing what is
being proposed. Unless Council demands a hearing on each BPR, approval will be de
facto and ‘will not require a conscientious and affirmative vote. In light of the
conclusions reached by the Kroll Report and the current atmosphere at City Hall, we feel
that this process moves the City in the wrong direction. The IBA believes.that it is not
only appropriate but mandatory that the City Council become fully educated on, and cast
an affirmative vote to approve or reject, each BPR proposal.
We recommend that the BPR Ordinance be amended to require that each BPR proposal
involving changes to the budget, including the restructuring of City departments or the
transfer of funds, positions or appropriations between departments, be docketed for’
Council consideration. To promote expediency yet still allow for docketing flexibility,
all BPR proposals should be docketed as soon as possible, but no later than five Councﬂ
meetings or 60 days from the time that BPR reports are released.

" This proposed amendment would do nothing to slow down the implementation_proceés

(and in fact may actually speed it up since non-controversial BPRs could be placed on the -
consent agenda and would not necessarily have to wait for the full review period, as is the
case under the current process), and would provide greater oversight and accountability .

10
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for the City Council. We believe that this amended process is more in line with the
- reforms prescribed by the Kroll Report, and moves the City in the right direction by
providing enhanced transparency and a higher degree of accountability.

. City Council Review Period - ' -
The Kroll Report reminds us that the City Council is the governing body that authonzes
the City to borrow funds. The investigation showed that the City Council’s review of
disclosure documents has at times been rushed and perfunctory. Citing the critical .~ - .
importance of the City Council’s oversight role, Kroll recommends that the City Council |
be provided at least two weeks to review substantially completed drafts of a preliminary
offering statement before it is asked to vote to approve the final document. The Kroll-
Report states “if the City Council is to share responsibility for the accuracy of the City’s
disclosure documents, it is absolutely essential that the Council be given a reasenable
opportunity to examine and ask questions about the disclosure documcnts itis authorizing -
to be dzssernmated to. thc public”.

The IB'A strongly supports Kroll’s recommendation for a 14-day review period for

offering statements and the City’s CAFR. Acknowledging Kroll’s comment that

effective oversight cannot be performed without sufficient time for document review, the
IBA would further recommend that a 14-day review period be considered for all items
scheduled to be heard by the City Council. IBA Report 06-5, issued on January 30, 2006, .-
established policies and procedures for a two week document review.period tied to the -
current requirements established by the City Council docket coordinator, However,

current docketing practices regarding the release-of information by the City Clerk only
provide Council members and their staff with 1 to 3 business days to review 1terns that
require City Counml action.

It has been our observation that the inevitable pressure to expedite items 10 the Cxty
Council often forces current docketmg requirements to be relaxed which in turn ,
compromises an already short review time for elected officials. It should be noted that -
management and City Attorney review time prior to docketing typically requires three to
six' weeks. TheIBA believes that elected officials require more than 1to 3 business days
to effectively review complex documents and fulfill their oversight responsibility. When
the time available does not allow for the normal review process, the period for City
Council review should be the last place to cut corners. In light of Kroll’s comments and
~ in accordance with the procedural requests made in IBA Report 06-5, we recommend that
the Mayor’s Office, Council President’s Office, City Clerk, and City' Attorney work '
together to develop a plan that would increase the length of the City Council review
period for all legislation. We recommend that the procedure be reviewed in six months,
and if it hasn’t been successful, City Council should consider legislation that would -
legally require a'longer review period. -

11
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Internal Hotline '

. The TBA agrees with the recommendation regarding the establishment of an- 1nterna1
hotline and effective procedures and policies for dealing with whistleblower complaints. -
We support the Mayor’s proposal to establish these policies and procedures by October

2006. The IBA strongly recommends that those procedures should include the. Auditor
General as a member of the Hotline Committee and that s/he be a designated recipient of
a copy of each and-every complaint. This would ensure that there is no opportunity for
management to prevent proper investigation of any complaint. Therefore, the Auditor-
General should be a part of the decision-making process for which complaints are -

referred to the audlt organization and that decision should not be made by management -
alone

Oversight Momtor ‘ S
In assessing the Clty s ability to implement a remediation plan, the Kroll Report recounts
a history of repeated government failures and expresses a lack of confidence that the City
can independently follow through with their Remediation Plan. The Kroll Report
recommends the appointment of a Monitor to oversee the implementation of and
compliance with the remediation plan. It is further recommended that a City Monitor be

. selected by the Mayor in consultation with the City Counci] and subject to the approval

* of the SEC. The Kroll Report provides the following prescription for a City Monitor: -

An independent person of sujtable standirig, independence and experience
Complete and unfettered access to all City/SDCERS personne] and records
Make quarterly reports to the City and the SEC on the City’s progress

Serve a term of no less than three years and be provided with adequate resources
Provide the SEC with the right, upon request, to expand the scope of the. |
Monitor’s-duties following consultation with the City. .

The Mayor has expressed support for these recornmendatlons and mdlcated that he isin
the process of 1dent1fymg a Monitor to oversee implementation of the Remediation Plan.
~—Inhis August 24™ memorandum, the Mayor states that the specific scope and duties will -

be worked out once a City Monitor has been identified. Citing similar unspecified

situations in the private sector, the Mayor estimates the cost to be $3 to $4 million over
the three year period.

Given the considerable estimated expense for a monitor to oversee the City in complying -
with the SEC and implementing a well defined remediation plan, the IBA recommends
that there be more discussion about the specific scope of work and associated costs a5 .
soon as possible, and prior to selecting a Monitor. This will enhance the.City Council

and the public’s understanding of the work of an Oversight Monitor and Just1f3 the
estunated cost associated with 1t

12
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Once a comprehensive scope of work for the Monitor has been developed, staff should
ensure that a provider is selected in conformance with Charter and Municipal Code
requirements for competitive bidding and contracting for services. The contract for-a
City Monitor should be discussed at a meeting of the City Council or Rules Comrmttee .
prior to approval, The IBA believes that these recommendations can be expedltmus}y :
completed to the satisfaction of the SEC, elected officials and the pubhc '

CONCLUSION :

The IBA strongly supports the implementation of the suggested remechatlons in the Audn
‘Committee report as necessary steps to achieve financial accountability and operatlonal
success. The Mayor’s proposal for implementation is sound and the IBA endorses the - -
aggressive timeline as established by the Mayor. The IBA recommends adopnon of that -
plan, with the modifications described:

1. Audlt organization: Adopt the Kroll Report’s recommendanon for the _
appomtment of the Auditor General, but require the legislative body to make the
. two citizen appointments to the Audit Committee.
2. City Council Approval of Interdepartmental Transfers: Amend the BPR
- Ordinance to require an affirmative action by the City Councxl on each proposal
. that includes any departmental or budgetary changes. _ _

3. City Council Review Period: Direct the Mayor’s Office, Council Presuient s
Office, City Clerk, and City Attorney work together to develop a plan that would-
increase the Ieng‘th of the City Council review penod for all legislation anu Ieview
effectiveness in six months. ' -

4. Interpal Hotline: Require the Auditor General to sit on the Hotlme Comrmttee .
and be a designated recipients of each complaint submltted in-order to ensure all
complaints are investigated properly.

5. Oversight Monitor: Have a public discussjon on the necessity, scope of work
and funding requirements in order to enhance public and City ofﬁcml s

© . understanding of this function. ‘ . . '
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Sample Audit Committee Appointment‘ProCess,'
Week 1:

Utlhzmu the Kroll Report and the cited GFOA Recommended Practlce develop an

* expanded description of the role of an Audit Committee member to include: ideal
candidate qualifications and experience, expected scope of responsibilities, term of '
appointment, anticipated frequency of meetings, direct report and pubhc reportmg
requirements and resources available to the Committee.

Weeks 2 throueh S:

1) Solicit applications from qualified candidates utilizing recommendations from
independent individuals, organizations and government oversight entities with
affiliations with experts in the realm of government financial reporting and
auditing. Notices to the public to apply for the appointments could also be mad_e
utilizing local publications, asking that the publications donate this space as a:
public service. The City should not accept applications froin individuals who
have made campaign contributions to, publicly supported or opposed, or had other -
campaign involvement with any of the City’s elected officials. Consistent with
the recommendations in the Kroll Report for SDCERS Board Members,

' candidates should be required t6 complete a detailed application and to affirm the
accuracy of all the data therein, and also -be subject to a background chcck.

2) Establish a screening committee to review and select the best quahﬁed L
candidates for consideration. For example, a six-member scrcemng committee
might be logically comprised of two City Council Members, the City Atiorney,

_ CFO TBA and an outside ﬁnanclal expert selected by the Clty Councnl

- Weeks 6and 7:

The screening committee meets to review applications and select a small pool of
candidates judged to be best quahﬁed for the two available appomtments

Week 8 8:

The City Counctl conmvenes a special public meeting to recelve personal statements of
interest and ask questmns of the top candidates.

Week 9:

The City Council votes to appoint two citizens to the Audit Co'mmiﬁ_t'ee:.'
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_public vote to possibly amend the City Charter.

THE CiTYy oF SaN Dieco

OFFICE OF THE HN'DEPENDENT BUDGET ANALYST REPORT

Date Issued:  May 17, 2007 IBA Report Number: 07-55

To: Charter Review Committee Members

From: Andrea Tevlin, Independent Budget Analyst
Subject: Auditor Independence and Audit Committee Issues
OVERVIEW

On November 2, 2004, the voters.of the City of San Diego passed Proposition'F, which amended
the City Charter to add Article XV to “test implementation of a new form of governance -
commonly known as a Strong Mayor form of government”. In considering Charter Sections 39
and 265 as they relate to the City Auditor & Comptroller, the City Attorney opined in a
memorandum dated January 23, 2006 (attached) that the Office of the City Auditor and

* Comptroller is now under the Mayor’s direct supervision; however, the “Mayor may not limit or -

impede the authority or duties given to, or required of, this public office by City Charter or

_ordinance, federal or state law.” Given concerns about auditor independence and the oversight
-role of the City’s new Audit Committee, the IBA has prepared a binder of Auditor and Audit

Committee documents for the Charter Review Committee. Drawing from the contents of the
binder, this report attempts to highlight some of major issues related to auditor independence and
the City’'s Audit Committee to better facilitate Charter Review Commitiee discussion prior to a

- FISCAL/POLICY DISCUSSION

Auditor Independence

.- The IBA has issued several reports expressing our concern about the.City’s lack of auditor

independence under the new form of government. As stated in IBA Report Number 06-35, we

_believe that an audit organization’s independence will and should be its most distinguishing

attribute. In an effort to initiate Charter Review Committee discussion related to auditor
independence; the IBA has exiracted the following bullet points for your consideration:

‘e The United States Government Accountability Office (GAO) defines independence, in
their Generally Accepied Government Audit Standards (GAGAS), as mdependencee from
management. In the City’s new form of government, the Mayor controls organizational
manageroent. .

Office of independent Budget Analyst -
202 Street, MS 34« Son Diego, CA 92301
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The GAOQ further states that “the audit organization and the individual auditor, whether
government or public, should be free both in fact and appearance from-organizational

' 1mpa1rments to independence.”

The IBA believes that the' greatest risk of impairment or undue influence to City’s audit
organization is the current structure whereby the auditor reports to management whosc

- acuvmes he is charged w1th auditing. -

o In-theifr'ecommcndation for an independent Auditor General (now referred to as an

internal auditor), Kroll makes the following statement: “Currently, the functions of
accounting and financial reporting are combined with the function of intemnal auditing in
the Office of the City Auditor and Comptroller; in substance, the anditor audits his own
work. Such a structure lacks the requisite leve] of 1ndependence widely viewed as
essential for a sound financial reporting system.”

The City s first Annual Report on Internal Controls, prepared by the former City Auditor
and Comptroller and dated January 1, 2006, provided the following about auditor
independence: “An auditor’s ‘stock-in-trade’ is her or his opinion. The value of the
auditor’s opinion is rooted in the auditor’s ebjectivity. The auditor’s objectivity is rooted
in the auditor’s independence within the organization. To the extent that an auditor’s

oplmon is less than objective, the value (and reliability) of that opinion is diminished.”

The Califormia 1egislature has codified the necessity for audit independence with Section
1236 of the California Government Code that requires all- city and county audit activities
and auditors follow the Institute of Intemal Auditors (1A} Professional Practice -
Standards. The IIA’s Statement of Responsibilities speaks to auditor independence as
“essential to the effectiveness of internal auditing.”

The [1A’s Statement of Responsibilities further specifies that “objectivity is essential to

- —the audit function.- Therefore, an internal auditor should not develop and install

procedures, prepare records, or engage in any other activity which he WME_U )
review and appralse and whlch could reasonably be construed to compromise his
independence.”

In a private seétor_parallel, the Sarbanes-Oxley Act of 2002 addresses auditor .
independence by adding a “Prohibited Activities” section to the Securities Exchange Act
of 1934 that makes it unlawful for an auditing firm providing an audit for a client to

- contemporaneously provide any non-audit service (i.e., bookkeeping or other.services

related to the accounting records or financial statements of the audit client) for that same
client. ' :
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Audit Committee Issues

In the Report of the Audit Committee of the City of San Diego dated August 8, 2006 (“Kroll™),

there was a financial remediation recommendation to establish a three-member Audit Commitiee,

with two members from the public and one member from the City Council. Kroll further

suggested that the two public members be appointed by the Mayor and confirmed by the City

- Council. Citing professional best practices in IBA Report Number 06-35, the IBA recommended
‘tHat the City Council appoint the two-public members. After considerable discussion about the

" appropriate process and composition of the recommended committee, the City Council acted to

establish an Audit Committee with the adoption of Resolution R-302279 on January 9, 2007.
The City’ J Audit Committee is cornpnsed of three members of the City Council.

The Clty Counci! adopted Ordinance O-19612 on Apnl 24,2007 1o codify the Audit Committee
Charter into the City’s Municipal Code. The Municipal Code now specifies that the Audit
Committee shall provide independent, legislative oversight for the audit work performed by and
-for the City. The Audit Committee Charter and the City’s Municipal Code state that this |
oversight “shall extend to the City’s internal controls over financial reporting; the City’s financial
disclosures; internal financial audits; and the sélection, with appropriate consultatlon with the

" Mayor, and monitoring of independent audit firms.”

The fol.lowing builet points provide infonﬁation contained within the binder related to some of
the issues faced in establishing and defining the role of the City’s Audit Committee:

o . In their Recommended Practice for 2006,_tlle Government Finance Officers Association
(GFOA) states “An audit committee also provides a forum separate from management in
which auditors and other interested parties can candidly discuss concerns. By '
effectively carrying out its functions and responsibilities, an audit committee helps to
ensure that management properly develops and adheres to a sound system of internal
controls, that procedures are in place to objectively assess management’s practices, and
that the independent auditors, through their own review, objectively assess the
government’s financial reporting practiccs.” :

. Wlth respect to, audit committee: cstabhshmcnt the GFOA further provides “The
* governing body (4) of every state and local government should establish an audit
" comimittee or its cquwa}ent .” (4) footnote: “For the purposes of this recommended
practice, the term ‘governing body should be understood to include any other elected
officials (e.g., county auditor, ¢ity controller) with legal responsibility for overseeing
financial reporting, internal control and auditing, provided they do not exercise
managerial responsibilities within the scope of the audit.”

e The Association of Local Government Auditors (ALGA) has developed model code or
ordinance language for establishing a local government auditor and/or audit committee.

At_tacfju'nent 2



That language specifies that “Audit committee members shall be appointed by the
legislative body and all appointees shall be independent of the local government’s
managemcnt and administrative service.”

o The Amcrican Institute of Certified Public Accountanis (AICPA) states “The creation of
an effective audit committee function can help a government establish accountability
because it can focus specifically on issues related to fiscal accountability. Furthermore, |
a government audit committee can.devote more time to fiscal accountability matters, -
resulting in greater benefits. For example government audit committees can improve

financial practices and reporting, enhance the internal audit function and enhance the
external audit function.”

. The National Office of Audit and Accounting (NOAA) issued an Audit Committee
. Guide for Public Sector Entities which contrasts the role of management with that of the
audit committee as follows: “Management has the responsibility to ensure the accuracy
of the financial statements and compliance with laws, regulations and agreements, It is
the audit committee’s function to carry out due diligence by evaluating information from
-the chief financial officer, program administrator, the internal auditor, and the external
auditors to form conclusions.”

CONCLUSION

The information provided within this binder is provided as a resource for members of the Charter
Review Committee to utilize in discussing the City Charter as it relates to the issue of auditor
independence, which is'linked to the new role of the City’s Audit Committee. The binder is
largely comprised of best practices and recommendations from professional auditing, accounting
and government associations. In an effort to provide additional perspective, we have included
related IBA reports and selected pages from the Kroll consultant report to the City. -

The IBA is pleased to be an ex-officio member of the Charter Review Committee.  We are
interested in the work of the Committee and would be glad to provide you with additional
information to support your review. My staff and I stand prépared to assist the‘Committee; and
its Subcommittees, as may be needed. Please feel free to discuss anything of interest with me or
a member of my staff in the course of your review.

W

" Andrea Tevlin
Independent Budget Analyst
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CITY ATTORNEY

" MEMORANDUM OF LAW .
DATE: * January 23,2006 - . T -
TO: - Honorable Mayor and City Councilmembers
FROM:; City Attorney
SUBJECT: . The Relationship Between the City Offices of the Mayor and the Auditor

and Comptroller u_nder the Mayor-Council Form of Govemnment

QUESTION PRESENTED

What is the ralat:onshup between the Ofﬁce of Auditor and Comptroller [Aud;tor] of the
City of San Diego and the Office of the Mayor under the new Mayor-Council form of
govemmcnt"

SHORT ANSWER

Under the Mayor-Council form of government implemented January 1, 2006, the-Mayor
has the express authority to appoint and dismiss the Auditor. That places the office under the
Mayor’s supervision. However, the Mayor may not lirnit or impede the authority or duties zwun
to, or required of, this pubhc office by City Chartsr or ordinance, federal or state law

BACKGROUND

On November 2, 2004, thevoters of the City of San Dwgo passed Proposmon F, which
amended the San Diego City Charter to add Arficle XV to “test.implementation of a new form of-
‘governance commonly known as & Strong Mayor form of government.” Charter section 250. The
five-year trial period of governance is operative January 1, 2006 and continnes unti] December 1,
2010, unless the electorate extends this form of govemment. Charter § 255. Voters were urged
“to elect a chief executive who is accountable for how the City is run, .. . who had the authority

to make changes.” San Diego Ballot Pamp. General Elec. Nov. 2, ?004 argument in favor of
Prop: F. ' : ' '

Voters were told that “the Mayor would hévé the authority to give direction to all City
officers and employees, except those in departments and offices recognized in the Charter as
eing independent . . . The Mayor would be responsible for preparing the annual budget for the
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Council’s consideration and adoption. . . .The Mayor would appoint the City Manager with
Council confirmation. The City Manager would serve at the pleasure of the Mayor. The Mayor -
would appoint-the City Auditor and Compiroller, Police Chief, and Fire Chief, subject to Council
confirmation. All other managerial department heads formerly under the City Manager would be
‘appointed by the Mayor and serve at the pleasure of the Mayor.” San Diego Ballot Pamp.

- General Elec. Nov. 2, 2004, the City Attorney’s Impartial Analysis of Prop. F. -

Part of the system of “checks and balances” created by Proposition F was the new office
of Indspendent Budget Analyst. San Diego Ballot Pamp. General Elec. Nov. 2, 2004, argument
in favor of Prop. F. Thc City Council would appoint the Independent Budgst Analyst: “to review
and provide budget information to the Council independent from the Mayor.” San Diego Ballot
Pamp. General Elec. Nov. 2, 2004, the City Attorney’ s Impartial Analysis of Prop. F.

Charter section XV was effective January 1, 2006, and with its implementation and the
, election of a new Mayor, questions have arisen about the relationship between the Office of the
Mayor and the Office of the Auditor in the new forrn of governance.

- DISCUSSION

L. C_haffer, Changes Impacting the Auditor.

Effective January 1, 2006, the Mayor assumed all executive authority, power, and
responsibilities conferred by the Charter upon the City Manager in Article 'V {Executive and
_ Administrative Service], Article VII {Finance), and Article IX [Retirement of Employses].
' Cha.rtar § 260 (b). In addition, the Mayor became the Chief Executive Ofﬁcer of the Clty of San
D1cc_ro Chartcr§ 265 (b) (1.

A, The Mayor s Fmancial Duties.

" The Mayor now serves as Chief Administrative and Chief Budgst Officer of the City,

assuming the duties and responsibilities of the-previous City Manaccr As such, the Mayor
assumed the duties outlined in Charter section 28:

.. to .rupervz’sé the administration of the affairs of the City except as otherwise
specifically provided in this Charter; to make such recommendation to the
Council concerning the affairs of the City as may seem to him desirable; 10 keep
the Council advised of the financial condition and future nesds of the City; fo
prepare and submit to the Council the annual budger estimate and such reports as

! The Charter does not define “chief executive officer.” But the title commonly means “The
highest-ranking executive in a company or organization, responsible for carrying out the policies
of the board of directors on a day-to-day basis.” The American Heritage Dictionary of the
Engilish Language: Fourth Edition (2000). (http/fwww . bartisbyv.com/61/90/C0289050.himl)
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may be required by that body, including an annual report of all the Departments -
~of the City . . . as Chief Budget Officer of the City, [the Mayor] shall be -

responsible for planning the activities of the City govermment and for adjusting
such activities to the finances available, To this end he shall prepare annually a
complete financial plan for the ensiiing year and shall be respansibie for the
administration of such 2 plan when edopted by the Council. He shall be charged
with the bringing together of estimates covering the financial needs of the City,
with the checking of these estimates 2gainst the information relative to past
expenditures and income, with the preparation.of the budget document and

 supporting schedules and with the presentatzon of the bua’vet to the Council.
(Emphasz.s added). -

In addition, the Mayor 1 is to coopﬂrate fully with the Council and the Office of
Independent Budgst Analyst, including supplying requesting information concerning the budoet
process and fiscal condition of the city to the Council and the public. Charter § 265 (b)(14) (13),

B.- Mayor’s‘Sup_erv.isipn"of Officers Responsible for Finai:cial Matters.

With the broad administrative and fiscal responsibilities came thé Mayor’s authority to
- appoint and dismiss the City officers responsiblc for City financial matters. He may appoint and
’ dlsmlss Lhc \,iLy J..IE&SU..L =i-as "Gu.lu |.h€ pr:‘v"iOho uu._y u.a."“"""' Charter §§ qﬁo (b) 20 91‘!!‘1 AS

248123240 wnariel ~r, il

The amendmients to the Charter made no changes in the duties and responsibilities of the office
of the Treasurer, which include maintaining custody of and disbursing City moneys, and
recording all receipts and expenditures. Charter § 45. Similarly, the Charter transferred the
authority to appoint the Auditor-from the City Council to the Mayor, subject to Council |
confirmation, and provides that the Mayor may remove the Auditor subject to appeal to the City
Council. Charter §§ 265 (0)(10) and (11). However, the Charter made no changes to the duties of
the Auditor. The Auditor remains the “chief fiscal officer of the City” according to Charter

' sccnon 39 W.'(th all of the prewously-cmstmv duties and powers.

In assummg the rcsponsxbﬂﬂy for the proper adrmmstratlon of all affalrs of the C1ty,
- Charter section 29 gives the Mayor the power to appoint and remove:

..all officers and employees in the ad:mmstratwe service of the City under his

control but the [Mayor] may authorize the head of a Departmmt or officer

responsible to him to appoint and remove subordinates in such Department or

office. b;ppomtm’nts made by, or under the authonty of, the [Mayor), shall b on

the basis of administrative ability and of the training and experience of such

appointees in the work which they are to perform. All such appointments shall be "

without definite term unless for temporary service not to exceed sixty days. .

Charter § 29.

Under the new form of government, thc Ofnce of Audltor and Comptroller was exnrﬂssly
transferred to the new executive branch of City government and the officer holding the position

Attachment 2



Honorable Mayor and City ~4- | January 23, 2006
Councilmembers ‘ , ‘

of Auditor now reports to the highest ranking officer within that branch, the Mayor. However,

the Auditor’s independent duties, and powers under the City Charter and San Disgo Municipal

Code have not changed. To help ensure the Auditor’ s independence, the Charter provides a

. “checks and balances” by allowing the Auditor to appeal his removal to the City Council.
Charter § 265 (b) (11). Nonetheless, the Mayor’s responsibilities with respect to the City's

finances and budget require that he exercise supervisory authority over the Auditor, subject to

other laws that require the Auditor’s indepcndence when performing his or her duties.

1L The Audztor’s Authorlty and Responsibilities Remain Unchanved

The Office of Anditor is created by the City Charter and the Charter prowdﬂs the City

* Council with only limited authority to transfer to others those matters the office might handle
_that “do not relate directly to the finances of the City.” Charter § 39. Accordingly, the
Department may not be changed, abolished, combined or rearranged except by a charter change,
Similarly, no other Department may be created that would duplicate the duties the charter places
upon the Auditor that do relate directly to the finances of the City. See, Charter § 26, Hubbard .

- City of San Diego, 55 Cal. App 3d 380, 387-388 (15 76).

CoIo adamon the Mayor would exceed his authonty should he meede the performance of
the mandatory duties and responsibilities placed upon the Auditor as a public officer by the City
- Charter, ordinance, or state or federal law. See, Loclkyer v. City and Coz.nfy of San Francisco, 33
- Cal.4th 1055, 1079-1080 (2004). A Mayor in the new form of govemment only has the authority

‘that is expressly or 1rnphed1y conferrsd upon him oT her by a charter. 3 McQuillin, Mun. Corp.
(3rd EQ, 2001) § 12.43, p. 266, see, Bartlett v. Bell, 58 Cal. App. 357 (1922) [Mayor has no
powcr to compsl Audltor to act in matter to benefit a third party].

The duties required of and the power provided to the City - Auditor by the City Charter
. remain intact through the governance change. Charter section 39 specifies the duties of the
Audltor and provxdes in relevant part that:

. The Clty Aud1tor and Comptroller shal] ‘be the chief nscai officer of the C1ty
He shall exercise supervision over all accounts, and accounts shall be kept
showing the financial transactions of all Departments of the City upon forms
prescribed by him-and approved by the City Manager and the Councii. He shall
submit to the City Manager and to the Council at Jeast monthly a summary
statement of revenues and expenses for the preceding accounting period,’ detailed
2s to appropriations and funds in such manner as to show the exact financial
condition of the City and of cach Department, Division and office thereof. No
contract, agreement, or other obligation for the expenditure of public funds shall
be entered into by any officer of the City and no such contract shall be valid
.unless the Auditor and Comptroller shall certify in writing that there has been

? Charter section 89 also requires the Auditor submit similar monthly statements to the Council
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made an appropnatlon to cover the expenditure and that there remains a sufficient
balance to meet the demand thereof.” He shall perform the duties imposed upon
City Auditors and Comptrollers by the laws of the State of California, and such
other duties as may be imposed upon him by ordinances of the Council, but
nothing shall prevent the Council from trans ferring to other officers matters in
charge of the City Auditor and Comptroller which do not relate directly to the
finances of the City. He shall prepare and submit to the City Manager such
information as shall be required by the City Manager for the preparation of an
annual budget, He shall appoint his subordinnates subject to the Civil Service
provisions of this Charter. (Emphasis added).

Other Charter-mandated duties include the j ] oint determination with the City Attorney of
the proper form, arrengement, and itemization of the annual appropriation ordinance; and
determination of the “percentage change in price index” (Charter § 71); the keeping of accounts
for =ach item of appropriation; and the transfer of unexpended funds from these accounts to the
general fund upon completion of the project or atthe end of one year. Charter § 72. If the
Council fails to include adequate funds in the appropriation ordinance to cover the Mayor’s
.estimate of the City’s debt, or the.amount actually required to cover the debt, the Charter requires
‘the Aunditor to sst up an account for the full amount the Mayor estimates or the amount required
to cover the debt, and to transfer tax revenue into thiat account. Charter § 74. The Auditor hes the
responsibility to examine all-payrolls, bills and other claims against the city (except claims for
- damages) and has the discretionary authority to investigate such claims (Charter § 82); heis -

responsible for issuing the checks to pay claims against the City that have been approved by the -
‘heads of the Department or offices i incurring the debt (Charter § 83); he receives reports from all
City officials who collect and deposit money forfees, permits, licenses, inspections, services,
taxes, and other municipal charges (Charter §§ 86 and 88); and he determines the appropriate

' form of accounts to be used by all officers and D*’pmmcnts of the cﬂy that reccrvc or dlsburse
City moneys (Charter § 87).

The Audnor must include m his records the cost or value of all Clty asgets; preéseht a
balance sheet containing that information to the M ayor-Manager; and publish that information in
his annnal report. Chaster § 112; SDMC § 22.0708. He must audit the accounts of any officer
who dies, resigns or is removed from office, and report the results to the Mayor-Manager and
Councﬂ If the person is found indebted to the City, the Auditor must notify the Mayor and
Council. Charter § 111. And the Auditor has authonty to refuse to issue a warrant for 2
retirement allowance, if, in the Auditor's opinion, the allowance has been granted in
contravention of Charter Article IX or ordinances passed under its authority. Charter § 144,

3 Charter section 80 also requires the Auditor first certify there are adequate unencumbered funds
in the Treasury to cover any contract, agreement, or obligation involving the expenditure of
- funds before the Council makes such contracts or orders,
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The Auditor hes additional responsibilities and powers codified in SPctmn 7, Article

of .
the San Diego Mumcxpal Code. For =>\amn1u, the Audxtor

.. shall, at any time, have power to examine, check and audit the accounts and
records of any commission, board, department, division, office, or employee of
the City; to require an accounting for all cash revenues of the City; to make and
certify to an actua] count of cash and securities, and to prescribe, govem and
control the movements, or transfer of all cash revenues, or securities, to the
custody of the City Treasurer.” SDMC‘ §22.0701.

* The Mayor and the Auditor must jointly prﬂpare and submit an annua] rsport to the City
Councﬂ and the Financial Reporting Oversight Board on the status of the City’s internal financial .
controls, with the necessary joint certifications. SDMC § 22.0708. The Auditor also has separate
duties associated with the City's Comprehensive Annual Financial Report (CAFR). SDMC §§
22.0709, 22.0710. Accordingly, the Auditor has many responsibilities and duties outlined in the

Charter, City ordinances, and state laws in addmon to the reportmo obligations to the Mayor and
City Council. :

 CONCLUSION - - | B

Under the new Mayor-Council form of governance, the Auditor reports to the Mayor as
Chief Executive Officer of the City of San Diego. Under the Charter, the Auditor is required to
- support the Mayor in his obligation to provide a budget to the City Council and to provide such
other information related to the City’s finances and the administration of the City. However, the
- Auditor does retain some independence in that the Mayor may not limit or impede the authority
or duties given to or required of this public officer by Charter, ordinance, federal or state law.
Finally, the Auditor’s right to appeal his removal to the City Council provides a check and
_ balance on any improper interference with the Auditor’s duties and responsibilities.

Resp ectfully submitted,

Pl o Arnes

MICHAEL J. AGUIRRE
City Attomney

JK:CMBjk
" ML-2006-2
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THE CITY OF SAN DIEGO :
OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT ' |

Date Issued: October 18, 2007 IBA Report Number: 07-102

Rules Committee Agenda Date: Octobér 24,2007
Item Number: 1

Subject; Charter Review Committee Recommendations

OVERVIEW

As detailed in the Final Report of the 2007 San Diego Charter Review Committee, the
group was created by the Mayor and charged with specific tasks related to Charter review
approximately six months ago. One or more representatives of the Office of the IBA
attended each meeting of the Charter Review Committee and its subcommittees in order
to provide research and information, give input on behalf of our office, and observe the
process and dialogue in order to inform the comments we would make to the Clty
Council. '

In this report, we will only discuss items recommended in the Charter Review
Comumittee’s Final Report for which the IBA has taken a position and/or wishes to make
additional information available. The following are the Committee’s recommendanon
areas which will be discussed in this report:
- o -Sunset Revision— - — e
Eleven-Member City Councﬂ
Veto Override
Independent Budget Analyst
Chief Financial Officer
Audit Committee and City Auditor
Balanced Budget

In addition, the IBA will make another suggestion, on the matter of Mayoral appointment
of a City Manager/Chief Operating Officer, in this report.

A > . Office of Independent Budget Analyst ~ '
¥iy ‘ - 202¢ SrreetﬁAS 34 # Son Diego, EA992101 4 T AttGCh ment 3
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FISCAL/POLICY DISCUSSION

Sunset Revision ,

The Charter Review Committee has recommended that the trial period for the Strong
Mayor form of government be extended by four years and that it shall be made
permanent unless other action is taken. The IBA wishes to point out that, although the
committee has characterized this as an extended trial period, it is actually being made -
permanent through this proposal. Generally in a trial, a decision on the question is
required at the end of the trial period. This provision does not require the question to be
called at the end of the trial, which effectively means it is permanent if passed by the
voters next year. The recommendation does allow that the voters may act to alter or:
terminate this at any time, however this is a right of the citizens regardless of the
permanent or temporary nature of any provision in-the Charter.

The IBA suggests it would be more candid to let the public know that this is effectively
making the Strong Mayor form permanent, if this recommendation is approved.
Alternately, if a trial period is still desired, a provision for automatic placement on a prior
‘ballot should be included. The baliot should be provided for sufficiently in advance to
ensure that the result may be certifted by the Secretary of State prior to the actual
expiration of the trial period.

' Eleven-Member City Councﬂ
The IBA takes no position on the recommendation to expand the City Council. However,
as readers will note, the recommendation is not specific as to when the expansion should

“take place. During discussion, some members of the subcommittee and committee
expressed concerns about the cost of redistricting in the near future (among other
concerns) when the decennial redistricting as required by the Charter would follow soon
afier. However, some members supported an immediate redistricting process
notwithstanding the added cost and effort. Therefore, the committee ultimately decided
to let the City Council choose the most appropnate time to perform the redistricting

- necessary for expansmn

The IBA has recently attempted to quantify the actual cost of a redistricting effort. -Based
on the 2002 Annual Budget, the City budgeted almost $162,000 for the 2000
Redistricting Commission (RC), which comprised two part-time staff at approximately
$72,000 and non-personnel expense. In addition, the IBA is aware that the RC utilized
the services of a Senior Planner and that the City Clerk provided Recorders to take
minutes. These costs are not captured in the allocation above and there-may be further
staff or material support that the IBA has been unable to identify. The IBA believes this
information can be valuable in considering the timeframe for redistricting to expand the
.Council, should this recommendation be forwarded. However, we would note that these
are budgeted, not actual costs. The IBA was unable to find records for the actual CcoSts
associated with the 2000 RC.

N
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In addition, the 2000 RC made a recommendation for future RC’s budget requirements in
their final report in 2001. The 2000 RC suggested the budget should include funding for
three full-time staff, consultants, legal counsel, and various supplies and equipment. This
closely mirrors a proposal made by the 2000 RC in December 2000 (Attachment I). The
12 month budget proposed $750,000 for five staff, consultants and related costs. The
IBA estimates that a proposal for just three staff could be reduced significantly.
However, considering the increase in cost for salaries and materials since 2000, we -
-suggest that the cost of supporting an RC effort, as enwsxoned by the 2000 RC, could still’
be between $650,000 - $700 000, :

" The operatmg costs for the additional districts may be as much as §3 m'ﬂlidn annually, if
current district budgets are retained. As discussed by the committee, the cost of this
proposal is a trade-off for the additional representation citizens would enjoy.

Veto Overnde

During the discussion of increasing the threshold for ovemdmg the Mayor’s veto, the
committee considered linking the issue to the expansion of the City Council. This
proposal ultimately failed to garner a majority of votes amongst the subcommittee or
committee. However, the IBA believes that further discussion of this issue may be
warranted, both due to the split vote at the commaittee and due to the unique situation it
would create for veto override. As described in the report, implementing the two-thirds
veto override for an eight-member City Council would in reality require a three-quarters
override. While two-thirds results in percentages greater than 66.7% in some cities, as

' ~ the report references, a 75% requirement would be a uniquely high hurdle for regular

resolutions and ordinances. Furthermore, for special ordinances that currently require six
votes to pass, the ovcmde could only be accomplished with seven of eight votes or
85.7%.

The IBA suggests that, if the override and 11 member Council recommendations are

- approved,-the Council may wish to consider hastening the expansion of the Council and
. linking it to the new override implementation. The expansion of the Council may be
accomplished through the redistricting process, as described. Alternately the 7
appointment of a temporary at-large member may be considered until a full redistricting
can be completed and new Council Member(s) elected.

Independent Budget Analvst

The IBA supports the language recommended by thc Charter Revzew Committee w1th
respect to this office. The substantive addition recommended clarifies within the Charter
that the work of the IBA may inciude both budgetary and policy analysis, as currently
provided by the Municipal Code. We believe that this language clarifies the nature of the
independent work performed by the IBA while maintaining the City Councﬂ s authority
to set powers and duties of the ofﬁce in the Municipal Code,

o © Attachment 3



The committee also gave some consideration to changing the name of the IBA to
incorporate the legislative analysis role of the office, and making the office permanent
regardless of the form of government the City may have. Ultimately, the committee has
placed it in the category for further study. The IBA would support the permanence of
this office if studied in the future, or if taken under consideration for this baliot,
recognizing its value in either form of government.

Chief Fmancnal Officer (CFO)

The IBA supports the recommendation of the Charter Review Committee to place the
CFO in the Charter and to assign all comptroller duties to this position as part of the
proposed split of the Auditor and Comptroller’s office and the appropriate assignment of
audit duties to the City Auditor (see discussion below). Note that under this amendment,
the CFO shall be appointed by the City Manager-(Mayor) and confirmed by the City

~ Council, which is not the case at this time. With this amendment, the City Treasurer, a
subordinate of the CFO, will no longer require confirmation by the Clty Council, which
the IBA finds rea.sonable

~ Audit Committee and Citv Auditor

- As the IBA has recommended since our first report on the topic (IBA Report 06-35 dated
8/30/06) we believe the Audit Committee and City Auditor should be considered
together, as they comprise the entire Audit Organization of the City. This will ensure that
the most independent and effective infrastructure is in place to fulfill this purpose, one of

“the most important oversight functions in City government. -

The recommendation by the committee is to establish a five member Audit Committee,
two members of which are City Council Members {one of whom shall serve as chair) and
three members are citizens with financial expertise, appointed by the Council. The
committee has included a screening process that closely mirrors that proposed by the IBA
in our original Report 06-35, for the appointment of these citizen members. The
screening committee. shall be comprised of one member.of the.City Council, the CFO,
City Attorney, the IBA and two outside financial experts, who will then provide a pool of
qualified candidates for Council consideration.

The City Auditor is appointed by the Mayor, in consultation with the Audit Committee,
confirmed by the City Council and reports to the Audit Committee. The City Auditor
shall be appointed for a 10 year term and may be terminated by the Audit Committee
with a right to appeal to the City Council.

The recommendations forwarded by the committee mirror those by the IBA in our
original report 15 months ago, except that the Audit Committee has been expanded from
three to five members. The IBA continues to support this model for the Audlt
Orgamzauon for the City of San Diego.

. - Attachment 3



Balanced Budget :

The IBA supports the recommendation of the Charter Review Committee to clanfy and
strengthen a balanced budget requirement in the City Charter. The IBA worked with the
subcommittee and the CFO to propose and scrutinize potential language for
consideration. The language ultimately approved by the committee, which was proposed
by the IBA and CFO, recognizes the roles of both the executive and legislative branches
in the budget process and ensures that a balanced budget is adopted and maintained
throughout the fiscal year.

City Manager/Chief Operating Officer
At the meeting of October 15, 2007, the City Council confirmed the Mayor’'s
appointment of Jay Goldstone as Chief Operating Officer for the City of San Diego.
During the discussion, a point of possible confiict in the City Charter was raised. While

_ Article XV confers all the duties of the City Manager on the Mayor, it later allows the
Mayor to appoint, direct and dismiss the City Manager (Section 265(b)(7) — (9)).

- Because this creates confusion, and because the current Mayor does not use the term City
Manager, we suggest that the Council may wish to replace the words “City Manager” in
the aforementioned sections with “Chief Operating Officer” or a similar term.

CONCLUSION
In this report, the IBA has noted support for recommendations of the Charter Rev1ew
Committee including language for the IBA, CFO, Audit Committee and City Auditor,
and the balanced budget requirement. 'While the IBA takes no position on the
recommendation to expand the City Council, we have attempted to provide some
historical information about the cost of the last redistricting effort and suggestions for
expanding the Council in light of the increased veto override proposal. Finally, the IBA
has made two recommendations for modifications:
1. If approving the committee’s sunset revision proposal, include language that
acknowledges that the Strong Mayor form of government is being made
_permanent. If there is a desire 1o keep a true tnial period, provide for automatic
- placement on the ballot prior to the expiration of the period.
2. Consider amending the Section 265(b)(7)-(9) references to a City Managcr by the
- Mayor to appointment of a Chief Operating Officer to reduce confusion with
previous articles.

WW

Penni Takade - - B ' APPROVED Andrea Tevlin .

Deputy Director Independent Budget Analyst
Attachment
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‘Attachment 1

CITY OF SAN DIEGO

MEMORANDUM CERERNTS
| - | pepn) SR
DATE: ‘Degember 15, 2000 | | BEREN
TO: Hdnorable Maxor'dnd City Councilmembers g ) o "
~ FROM: Ge.orge L Loveland, Acting Assistéi}t City Manager

SUBJECT:  Year 2000 Redistricting Commission Budget "

On October 6, 2000 seven commissioners were appointed to the ZOOO‘Red‘istricting Commission,
whose task is to redistnict the City into eight Council districts, each containing one-eighth of the
City's total population to the extent that is practical. According to the City Charter the
Commission must adopt 2 budget within 60-days of appointment, which includes a Chief of Staff
who will serve the Commission, and the use of existing City staff to the extent possible. The
budget is submitted to the Appointing Authority, which is a panel of three retired Superior Court
Judges, for approval and then to the City Council for consideration. The Council must
appropriate adeguate funds to the Commission and 'to the City Clerk to carry out their duties.

At this time, the Commission has submitted a one-year budget totaling $750, 000 to the

Appointing Authority for review on December 21, 2000. Based on direction provided by the..

Redistricting Commission, City staff assisted in thc preparation of the proposed budget. Given

staffing and salary guidelines, the budget outlines City positions that are comparable to the Chief

of Staff, Assistant to the Chief, and three staff members. For example, the Chief of Staff’s -

proposed salary and benefits is comparable to 2 Department Director. The budget incindes

- support casts for the five positions requested, such as office space rent, furniture and computer
equipment, as well as costs to perform the redistricting tasks, such as City staff support, mappmcr

' and graphlc scmces meeting expenses, and ofﬁce supphes

Attached for your advanced Teview is copy of the Redistricting Commission Propos d Budceu
Also attached is the Chief of Staff job announcement that is currently being advertised in local
publications, such as the San Diego Union-Tribune, the San Diego Asian Journal, Voice and
Viewpoint, La Prensa, El Sol, Jobs Available, Uptown Publication, and Filipino Press. .

Respectfully Submitted,

GL/KIm

Attachments: 1. Redistricting Commission P}oposed Budget... . . .
2. Chief of Staff Job Announcement

-Attachment 3
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_ .City of San Diego ,
Year 2000 Redistricting Commission
: Praposed Budget '

] v
IR A :
[ L

- $ 752,237

- e

=

12 Month 18 Month
Budget Budget  Assumptions
1.00 Chief of Staff 143,490 " 215,235 Auerage salary ($113 941) and benefits ($29, 549) comparable fo a Department Director
1.00 Assistant to Chief of Staff 164,286 ' 156,429 Average salary ($81,153) and benefits ($23,133) comparable to a Program Manager
. 3.00 Stalf Members 229,785 . 344,678 Average salary ($60,480) and benefits ($16,115) comparable to a Senlur Mgmt Analyst
Consulhng!Legal Services 50,000 " 50,000 - Legal Services beyond City Altorney supporl or other Consulltng Ser\nces if needed .
" As-Meeded Interpreter Servlces 5400 8,100 lnterpreler sennces for meetings, if necessary
City C1erk Support © 20,000 30,000 City Cierk support and legisiative recorder services -
City Alttorney Suppart! 20,751 31,127 4 hours per week/2.24 positions
Manager's Office Support 8,804 14,706 4 hours per week/1.00 position
Office Supplies ' 5,000 7.500 - Estimate $1,000 per person
Postage 1,020 1,530 Asstumes 3,000 pieces of mail per year at $0.34
- Transportatmn Al!owanr:e Parking 2,250 3,375 Parking Stamps for Commissioners at the Congourse Parkade
Transportation Allowance - Mileage . 950 1,425 Mileage reimbursement for 5.00 staff (city emplayees). $. SBImife @ 500 milesfpersan
Advertising/Nelicing 2,500 3,750 Agvertising and noticing for evenls and meetings
Recording Equipment & Supplies 664 716 Recorder and two {apes per meeting
Print Shop Services 5,000 7,500 Photocopy cosls, printing, graphic services, and preparation of informational brochures
Mapping Services - 50,000. 50,000 Mapping and ovetlay services
RedislriclingfMapping Software 7.000 7,000 AuteBound redistricting softwear for 2 systems @ $3,500 each
Meeling Expenses- 1,025 1,350 Refreshments for 26 Commission migsfyear and 15 communify mtgs @ $25/mtg
Rent 19,035 28,553 225 sq.ft. per person @ $1.41 sq.fUmonth {includes gas, electric, common areas, elc.)
" Office Furniture 8,700 B,700 5 desks, 5 exec chairs, 8 side chairs, 5 filing cabinets, 5 bookcases, 5 calculalors
Modular/Cubicle Furnilure 4,000 4,000 Three 8x8 cubicles {panels anly, no furnilure} clustered together wilh eleclrical power
- Network Ready Computers 13,750 13,750 Computer, monifor and soitware lnslallallon for 5 staff people -
Network Laser Printer 2,000 - 2,000 Mid-range Laser Printer
Printer Toner Cartridges 1,000 1,500 Assume need to replace 1Dlyear @ $100 each
Fax Machine - 1,000 1,060 Mid-range Fax Machine
Phones 1,225 1,225 5-six button line phones, purchase and installation -
Scanner 750 750 Mid-range Scanrier
Nelwork Access Charges 11,542 17.313 Yearly City access charges for Computers, Prinler, Phones, Fax and Scanner
Hardware Mainlenance 850 1,275 Estimate $170 per computer
SDDPC Application Support/Labor 3,950 5,825 Estimate 10 hourslyear per PC @ $79%hour .
" Celf Phone " 357 536 One cedl phone for Chief of Staff (free phone, $29.75/month)
Pagers » . 153 153 Two pagers for Chief of Staff and Asslstant Chief {Apollo Pocsag alpha-numeric)
Contmgency Resewe 125,000 25,000 For personnel negolfahons or non-personnef emergenc{es (approx 3% of 1 year budgel)
TOTAL . $ 1,046,099

LI e i U :
iz If needed; a Laptop and Proxima Projector can be borrowed from the City's Informalion Technoiogy Dept.

T L



THE CITY QF

SAN DI =GO

‘CITY ADMINISTRATION BUILDING » 202 C STREET « SAN DIEGO, CALIF. 82101

CHARLES G, ABDELNOUR, ].D.

Office of the
City Clerk, C.M.C. CITY CLERK
533-4000 -
"~ Pagelof2
@Aw .
The ideal candidate will have the followmg
. - Excellent verbal communication, writing and computer skﬂls
. Strong knowledge of the City’s'budget process.
s Strong management/supervisory skills, '
«  Ability to handle- multiple assignments and work well under pressure
. * Be a self-starter with 2 high degree of initiative, .
. Good judgement, a hlgh decrec of polztlcal acumen and effective mterpcrsonal
skills,

Ability to dea] with pubhc officials, community lcadcrs the general public and
others in a tactful mnanner,

.« Aworking knowledge of the City of San Dlego and it's diverse communities
o A strong Dan.kgruuuu in municipal govemment is highly desirable.

Relevant experience, education and training which would provide the candidate
with the knowledge, skzlls and abxhtles required to perform assigned dutles '

COMPENSATION L
. Salary to be necrotxatcd and is contmgent on quahﬁcations

’ Generous bencﬁts package available including various retirement savings, health
msurance and life insurance options.

SELECTION PROCESS . +

Those interested in applying for the position should Iorwa.rd & lett=r of interest, currvnt resums,
three writing samples, and the names and telephone numbers of three professional references to:
City Clerk’s Office. Attn: Bonnie Stone. Elections Analvst. 202 C Street, Szn Diego. CA 92101
no later than 5:00p.m. on Monday Jenuary 15,2001, .

After ateview of the submitted matenals & select number of cand1dates wzll b mvﬁed to
part1c1pate in an interview. :

The City of San Diego is an Equal Opportunity Em;ﬁloyer. '. :

¥

Attacnmemfaiw‘
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SAN DIEGO

CITY ADMINISTRATION BUILDING « 202 C STREET » SAN DIEGO, EJ‘ALIF.‘ 5"2101

CHARLES G. ABDELNOUR, J.D.

. - o Office of the
City Clerk, C.M.C. : CITY CLERK
’ ’ . 533-4000
December 1,2000 : _ _ Page 1 of 2

The Redistricting Commission for the City of San Diego is accepting epplications for the
position of:

Rgdistricting Corarnission
Chief of Staff

BACKGROUND INFORMATION

San Diego is the sixth largest city in the United States with a pc)pulanon of over 1.2 million
citizens. San Diego operates under a Council-Manager form of government. The Council *
consists of a Mayor elscted at large and eight Council mermbers elected from districts.

The Redistricting Commission, subject to the provisions of the City Charter relating'to
referendum and injtiative powers of the people, has the sole and exclusive authority to zdont |
plans which specify the boundaries of districts for the City Council. The Redistricting
Comm1ssmn must abide by San Diego Clty Charter, Arﬂcie I, Sec:uon 5. i

THE POSITION

~ There'is-currently one vacancy for Chief of Staff. The posmon TEpOrts dzructly 10 the
Redistricting Commission and wﬂl perform the following duties:

9 Assmt the Redistricting Commissioners and provide technical and demographic assistance to
ana.lyze and Iormulate redistricting plans and maps.

2) Compile databases of election returns and demogra.phlc cha:actenstlcs at the precmctf census .
tract level or other unit of analysis, 25 needed.

(3) Complle expert reports, studies and court ﬁndmos pertalmno to red1stnctmg

(4) Complle cases, statutes, resolutmns, reports, learned treatises, etc. Ieﬂ ecting the _existence of
past and continuing dlscnmlnahon nre lated 1o redistricting. | '

(5) Produce informational/educational materials relevant to redistricting,

(6) Work with the City Atiorney’s Office to c-)bta'm legal zssistance where ﬁecessary toinsure - . .- - oo
comphance with the Constitution, Voting Rights Act, Brown Act, and CH‘}’ of San Diego Charrer T

(7) Selcct train and supervise subord_mate sta.ff ST T ‘:*_‘q

NOTE Leno“fh of emvlovment is from Februaw 2001 until the redistricting plan adonted bv the '?( vg %
Commission becomes effective and anv and al} lega! and _rerex endum challenges have been
rasolved, '

- DIVEPSH’
- Attachment: 3>
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KROLL  WILIKIE FARR & GATLAGHER

Report of the Audit Committee
“of the City of San Diego

INVESTIGATION INTO THE
San DIEGO CITY EMPLOYEES' RETIREMENT SYSTEM

AND THE CITY OF SaN DIEGO SEWER RATE STRUCTURE

© AUGUST 8, 2006

ARTHUR LEVITT, JR.
" LyNN E. TURNER .

TROY A. DAHLBERG




%

3. '_Indcpendent Auditor Gencral

Currently, the functions of accounting and financial rcporﬁng are combined with the

Funcnon of internal audiring in the Office of the City Auditor and Comprroller; in substance, the audiror

audlts his own work. Such a structure lacks the requisite level of mdcpcndcncc widely v1ewcd as essenual fora .

sound firancial reporting system.

To address the deficiencies that have been idencified with respect 7o the independence and

oversight of the internal and external financial rcporrjng‘proccss, the Audit Commirtee is proposing the

creation of an independent internal audj:ing funetion, and improved ov;:rsight of both the internal and

exvernal auditing process. This should also enhance the performance and credibility of these functions, as well

as improve communicaton among l:hc personnel involved. Our Remediadion Plan assigns responsibility

the execurive branch o make k:y appomtmems, and to the legisladve branch o approve the appoinuments

. and to serve in an oversight role in the process.”” The Remediation Plan also depends upon the participation

of citizens .to ensure the independence of the oversight process, a requirement for any effective auditing

Funcnon Our recommendations follow: -

and (4) fraud, waste and abuse. The Auditor Genera! should be nominated by the Mayor and appointed

The Ciry should create a new position of Auditor General, with rcsponstbxbcy for mtcrna.l

~ audits of the Ciry's: (1) internal contrcus; (2} financial accounting, reporting and disclosure; (3) operations;

upon the consent of 2 majority of the City Council. The Auditor General should have experience with

government accounting standards; government gencrally accepred audiring smandards, preparation of

government annual financial statements; and operational audis. The Auditor General should have a

professional certification such as a Certified Public Accountant or 4 Certified Fraud Examiner. -

- quartcrly basis and pcnodlcally to the City Councnl In addluon .the Audiror General should submit annually .

The Audirtor Gencra[ should report to an Audit Commitzee (defined below) no less than ona

to the City Council 2 pubhc report of his acrivities.'

[ 2]

The GFOA has recommendedithar “[t]he internal audit function should be essablished formally by charrer, enabling
resolution, or other appropriate legal means.” They have also recommended ¢har “... internal auditors of state and
local governmenes conduct their work in accordance with the professional standards relevant to internal auditing
contained in the U.S. Geperal Accounting Office’s publication Govermment Audifing Standzrds, including those
applicable to the independence of internal auditors.” Finally they recommend: thar “[a)ll reports of internal audicors,
as well as the annual internal audit work plan, should be made available o the government’s audic commiriee or its
equivalent.” GFOA Recommended Practice, Establishment of an Internal Aud]t Funcnon {1997 and 2006),
Government Finance Officers Association (Feb. 24, 2006).

We are aware that the City commissioned 2 Report from an independent accounting firm, Mayer Hoffman McCann
P.C., reparding alleged improper billing practices. See Appendix Q. A California Grand Jury has investigated the

City's use of Service Level Agreements to wrongfully siphon funding from the Ciry's special Enrerprise Funds into -

the City's general funds. The Auditor General should continue 1o monitor the progress of the investigations and the
remediation of the Service Level Agreement issues identified by the Grand Jury. Service Level Agreemens Egual
Back Door Funding, San Diego Grand Jury 2005-2006 {Apr. 25, 2006); County of San Diego, California, Auditor
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In order to protect against budger cuw that may unduly constrain the independent auditing
proccss, the City's Audit Commirree should approve the annual compensation of the Auditor General and the
annual budget for the Auditor Genecal's saff. The Auditor General should serve a term of 10. years, and
could be removed from office for cause by the Audit Committee or upon an affirmative vore of rhree—quarrers '

1 1282

of the Clty Counci

4, . Audit Committee
Audit commlttccs, Fam:har fixtures at companies seeking access o the U.S, capital markets as

well as at many private cornpamcs. are not unknown o government issuers. Since 1997, the GFOA has

»lIE3

recommended that “[e}very government should establish an audis committee of its equwalent

The auditor of a state or Iocal govcrnment ’s financial statements must be
lndependcnt, both in fact and in appearance. A properly constiruted audit
commitree helps to enhance the financial statement auditor’s real and
‘perceived independence by providing a direct link berween the auditor and
governing board.

One imporrant advantage of an audit committee is thar it helps 1o facilitate
communication berween management, the audirors, and the governing
beard: An andir commirtee also limits the reliance governing hadies must
place on the rtechnical expertise of the independent auditor. An audit
committee is useful, too, in helping to focus and document the’
government’s process for managing the financial satement audit.™

In order to ensure objective oversight of the Ciry’s financial reporting procéss, the Ciry
should establish a three-member Audit Commitree, with two members from the public and one member of
the City Council. The two public members of the Audit Commiree should have expertise in accounting,

auditing and financial reporting and be capablc of critical reading of finencial statements. The Mayor should

_ appoint the two members of the Audit Comemittee from the public, and these appomcmenrs should be

' confirmed by the Ciry Council. The Audit Commitee should establish a written ¢harter that is made

available to the public.

and Conrrolier, Grand Jury Awdir of the Ciry of San D:ego Merropoliran Wasrmrcr Dcpanmsnt S:rwcc Level
Agreements; Repors No. A0G-019 (Feb. 2006)

i ¥

We note the Comptrolier General of the Unired States is appointed for a fifrezn-yzar term, and is confirmed by the
Senare so as to ensure the independence of the posmon Budger and Accounting Act, 1921, Pub, L. Ne. 67-13, 42
Stat. 23-24 {1921).

oo 3 GFOA Recornmended Pracrice, Establishment 'afAudit Commitcees (1997 and 2002), Government Finance Officers

Association (Ocr. 25, 2002), available ar hitp:/fwww.gfoa.orgfservices/rpfcaafr-establishment-audit-commines.pdf.

GFOA Recommended Pracrice, Escablishment of Audit Commitrees (1 597 and 2002), Government Finance OFfic:rS
_ Association (Oct. 25, 2002), avaslable at nup:/fwww.gfoa.orgfservices/ rp/caafr-sstablishment-audit-commirres. pdf.
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Consistent with the established practice for other entities gaining access to money from the
investing public, the City’s independent auditors should be retained by, report to, and take direction from,
the Audit Committee. We would expect that the CFO and Auditor General, as supporting staff to the Audit
Commirttes, wogld assist in this process. qu(rcveh ‘the final decision would be that of the Audit Committee.

. The Audit Committee should meer quarterly, or more often if necessary, with the Ciry's
independent auditors, the City’s Auditor General and the CFO. The Mayor, CFO, City.Attomcy and City
Council should have the authority to make requests of the Audic Cqunittcc and Auditor Gcnc.;al to perform
internal audits of material martters they reasonably believe o bc.warrantcc-l. Priw;r_grc sccrorl membets of the
Audit Commirtee shall be compensazed in an amount set by the Mayor and approved by the City Coundil.™

To discourage any improper influence of the professionals who serve as “gatekeepers” 1o the
public financial reporting process of the City, the Municipal Code should be amended to add criminal
penalties for such conduct. It should be unlawhul for any clected official, or cmp}oy;:c.. of the City, or anyone
acdng under their direction, to take any action to corruptly influence, coerce, manipulaté or mislead any
independent cerrified public accountant engaged in the performance of an audit of fché ﬁnancial smtements of
the City or its component units, or outside léga] counsel pcrforming services for the City in connection with
an offering statement of the City, or any actuary performing an acruarial valuation in connscrion with the
preparation of the Cltys or SDCERS's CAFRs, or cmployecs of a bond rating agency performing a credit
rating of the City’s bonds.

-

5. Ensuring Protection for Whistleblowers

~The new Audit Commitiee should have responsibility for the establishment and monitering
of effective policies and procedures for dealing with “whistieblower” complaints, including an internal hotline.

In thar regard, the Audic Committee should receive a report of each such cdmplain[ and, in consulration with

the Auditor General, determine the appropriate course of action. The Auditor General should rcporgg" the

Audit Commirtee the results of any investigation and disposizion of such complaines. Documents reflecting

" . We nots that Vinson & Elkins, as parc of its repott, made two recommendations that have been adopted by the City

which bear directly on this aspect of the Remediation Plan. First, as aoted above, Vinson & Elkins recommended
the creation of 2 Disclosure Practices Working Group, which we have endorsed as part of this Plan. Ser San Disgo
Municipal Code §5 22.4101-4109. Second, Vinson & Elkins recommended the establishment of a Financial
Reporting Oversight Board, with authority to review and evaluare the Ciry’s annual reporr on disclosure conurols
made by the Disclosure Practices Working Group, the City's independent auditor's management lewer (and che

" Ciry's response), and the Ciry’s annual report on internal controls, and also with the authority o recommend
procedures for reesiving and responding to so-called “whistleblower” complains rclztcd to accounting, suditing or
matcrial control matters. Ser San Diego Municipal Code §§ 26.1701-1704,

We recommend as part of the Remediation Plan that the Financial Reporting QOversight Board be eliminated’ as
redundant because all-of its functions {and additonat anes) will be assumed by the new Audit Commitree.
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Association of Local Government Auditors

November 27, 2007
To the-San-Diego tnion-Tribune Editors,

As representatives of local government auditors in the U.S., Canada, and an
increasing number of governments worldwide, the Advocacy Committee of the
Association-of Local Government Auditors applauds steps the City of San-Diggo
has taken to increase -accountability.

We concur with your editorial support for an independent auditor with a ten-year
term, reporting to an independent audit committee. We also concur with the idea
of professional cerification for the auditor, whether as a Certified Public
Accountant (CPA) or as a Certified internal Auditor (CIA). However, to ensure
independence, both in fact and in appearance, the City Auditor should be
appointed either by the Council or by the Audit Committee, and not by the Mayor.

Regarding the Audit Committee, we respectfully disagree with the plan for
management (the Mayor) to select any members of the Audit Committee. We
believe that this structure would compromise the independence of both.the Audit
Committee and the City Auditor, and-contradicts.best practices in-government audit
committee compaosition.

The Kroll recommendation is based on 1997 guidelines from the Government

Finance Officers Association (GFOA), -which permitted managemernt appointment

of the two non-legislative members of afive person audit committee. GFOA refined
its guidance in 2006 to give.all appointing authority to the-governing body, and in
fact recommended that all members should be legislators, with expert advice
provided by consultants-hired by the committee. This is the practice that the San
Diego City Council is currently following.

One of the reasons for legislative control cited in the 2006 guidelines was the
importance -of establishing the credibility of the commitiee, based upon its real and
perceived authority. Since the Mayor is now the City’'s primary manager, and the
Audit Commitiee provides- essential oversight on behalf of the public, it is.important
that all members of the Audit Commitiee be completely independent of the
managemernt function performed by the Mayor.

What we have recommended, both in our model legislation and in the guidance we
have provided- to-the Council, is a merging of the two models, with a mixture of five
or seven members, including Council Members and outside experts they select.
Collectively, committee members must have expertise in a variety of fields
including accounting, business practices, -and auditing. Therefore, we concur with
the Charter Committee’s recommendation of two Council ‘Membars and three
experts appointed by Council. We believe that this structure will optimize the
credibility and competence of both the Audit Committee and the City Auditor,

incerely,

Jay Poole;
National- Chair, Advocacy Committee,
Association of Local Governmernit. Auditors
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Association of Local Government Auditors

Council President Scott Peters, Members of the San Diego Charter Review
Commission and City Council
City Administration Building

202 “C” Street

San Diego, California 92101
Dear President Peters and Members of Charter Review Commissiorn and Council,

The Association of Local Govermment Auditors is pleased to hear that the Charter
Review Commission and the Audit Commitiee are reviewing proposed amendments
to the City Charter. Completely separating the audit function from the financial and
accounting funcions and creating an independent, legislatively-appointed
performance andit function will enhance government accountability.

Based on a review of the Charter Review Commission's, the Mayor’s, and the
Independent Budget Analyst’s proposals, ALGA would like to urge the Charter
Review Committee and the Council to adopt language based on ALGA’s Model
Legislation Guidelines for Local Government Auditors (Third Edition 2007). Qur
cuidelines are based on Generally Accepted Government Audit Siandards
(GA‘GAS)-issued by the United States Government Accountability Office.

The most. significant threat to auditor independence and public accountability that

.we see in the current proposals is the question of who hires and who fires the City

Auditor, GAGAS defines independence as independence from management, in this
case the City Manager/Mayor. The proposal that the City Auditor be appointed by
the Mayor and removed from office by the Mayor unless a supermajority of Council
objects does not reflect best practces in city governance. In actual practice, such a
proposal may also result in interference with andits and would adversely impact the
City Auditor’s ability to report objectively to the public and the Council.

Also, the draft legislation omits language regarding appointment of the audit staff,
which we suggest be granted to the City Auditor, We would further suggest that the
Charter language more succincily state the Powers and Duties/Scope of Audits and
require conformance with GAGAS, rather than referencing two different sets of
standards. The requirement for a. written response from the City Manager/Mayor,
and a requirement that audits be made public (usually on the City Auditor’s web
site) are also key elements of a successful andit function.

Please do not hesitate to contact ALGA at (859) 276-0686, or to contact me directly
at (757) 382-8511, Harrist Richardson at (415) 554-5393, or Ann-Marie Hogan at
(510) 981-6750. We would welcome the opportunity to be of assistance in drafting
alternative guidelines and legislation.

Sincerely,
Jay Feale
Jay Poole
Advocacy Committee Chair, Association of Local Government Aunditors
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Who should serve on an audit
committee?

The members of 2n audit committee should all
be members of the governing body for two princi-
pal reasons. First, one of the core responsibilities

fﬂ Ty "T'?% 1;%& (ﬁ of the legislative branch of government is to
¥l S e oversee the executive branch {including iis finan-
o ,:m-{ i -f‘fﬂ;ﬁf s xecuil £ 18 an
R oAl E e SRR vial management). As a Tule, a core responsibil-

ity cannot be delegated. Secornd, the credibility of
the audit committee (and hence its effectiveness)
inevitably will depend. orn both its. rez! and per-
T ceived authority, The process of delegation inher-
i P Em%‘%‘ =§j ently weakens both by opening a.gap between
an., Fég !:P s ‘ﬁr‘% am;,:q__ ig Sudit committee and actual decision mak-

While all members of the audit.committes should
sl b be members of the governing bddy, it does'not fol-
me: : Soh S e OO et low that any and all members of the governing
e @g‘%‘y@% et _ S g body automatically should be fanguble to serve on
m(’.‘j —«@*‘"‘}‘ ol ﬁj}{;ﬁ wj;.{;y SRS i s the andit commitiee. As mentioned previously,
Ui ..‘?ignwxﬂ’“"“ : e T o S R S s one of the key benefits of an audit committes is
wj? R ! i : that it should provide & forurm in which the inde-
pendent auditors can candidly discuss audit-re-
lated matters with members of the governing
body apart from management. This benefit would
be lost, of course, were someone from manage-
‘ment tn serve as 2 member of the audit commit-
tee. Therefore, no member of the governing hody
who exercises financial management responsibil-
1ties should serveas a member of the audit com-

; : mitteée.”
_;-a&"ﬁ."-f’ A
;f:-u,_é"‘f[’ *1]5!%1
e Pl s a:' LTS . .
¥ s 5 R I T R i i 19. In the privote sector, the Surbanes-Oxley Act requires
i ; B that all members of the zudit committee be mambers of the

governing board as well. {Alternatively, the governing board
as a whole could serve os the audit committee.)

20. Likewise it would be inappropriate for the audit commit-
tee to delegate responsibilities to such an individual.

19
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January 7, 2008

To Council members: Kevin Faulkner, Toni Atkins and Tony Young
Audit Committee Meeting of January 7, 2008

From: Barbara Cleves Anderson former member of the 2007 Charter Committee .

Regarding: Item #3 on the docket-Review of the 2007 Charter Committees Final
Report on the Audit Committee and Internal Auditor

Dear Audit Committee Members; .

I am unable to attend the Audit Committee Meeting today but would like to state the
reasons why I think that the Internal Auditor should be appointed and not elected. If you
have read our recommendations to the City Council, you will see that we were divided on
our votes. '

First, the Audit Committee members should be well-qualified auditors that have the best
experience. [ believe that the panel should be made up of three experienced auditors and
two council members. [ also believe that the mayor may have a vote but the council
member should take the lead in the decision.

Second, the council without the mayor’s input should vet and appoint the Independent
Internal Auditor. There should be no suggestion of impropriety or coercion by the
mayor’s office.

The reasons that [ think that the Independent Auditor should be appointed are: To run for

“the office one would need to garner support and monies from persons or groups that
might make the candidate feel beholden; The Independent Auditor should not be a
popularity contest; not someone who has the best personality or the most well known;
The Independent Budget Analyst, Andrea Tevlin, is truly independent and was appointed
by the council. She is well qualified; experienced and was well vetted. 1 think she should
be part of the interview process for the auditor.

Finally, we all know that the Independent Auditor decision is one of the most important
the council will make. The media has made much of the Charter Committee and that we
were not independent. Maybe some weren’t but we all took the job very seriously and
made our votes after much thought and study. My hope is that you and the other council
members won’t discount all of our hard work.

Thank vou, o
Barbara Cleves Anderson
murravmavof@aol.com
619-463-9706
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01/14
COMMITTEE ACTION SHEET
COUNCIL DOCKET OF
[ Supplemental  [[] Adoption [ Consent [] Unanimous Consent | Rules Committee Consultant Review
R -
0 -

Review of the San Diego City Charter and Possible Committee Action in Response to the Recommendations
Contained in the Report

X Reviewed []Initiated  ByRules On 11/07/07  Item No. 1
RECOMMENDATION TO: '

Accept the report, with direction by common consent that the recommendations of the Charter Review Committee
be referred to City Council along with a detailed summary of the comments made by members of the Rules |
Committee (See Attachments 1 and 2). The Committee aiso directed that recommendations related to the Chief
Financial Officer, Auditor, and Audit Committee be reviewed by the Audit Committee and that the Budget
Committee review the recommendation regarding a balanced budget.

VOTED YEA: N/A
VOTED NAY: N/A

NOT PRESENT: N/A

CITY CLERK: Please reference the following reports on the City Council Docket:
REPORT TQO THE CITY COUNCIL NO.
COUNCIL COMMITTEE CONSULTANT ANALYSIS NO.

OTHER:

| 2007 San Diego City Charter Review Commiittee FinaIlReport; Charter Review Committee’s Executive
Summary; Independent Budget Analyst's Report No. 07-102; Independent Budget Analyst’s November 7, 2007,
PowerPoint; City Attorney's November 2, 2007, report, Mayor Sanders’ November 5, 2007, memorandum

COUNCIL COMMITTEE CONSULTANT V@
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_ ACTIONS
Committee on Rules, Open Government, and Intergovernmental Relations
November 7, 2007
-3-

_ATTACHMENT 1

Rules Commlttee Member Comments Reegarding the Recommendatmns of the Mavor’s Charter

Review Committee

Rules Committee — November 7, 2007

In addition to the summary below of general and introductory comments by members of the Rules
Committee, the attached matrix summarizes the committee members® comments on specific charter
amendments. :

Peters — Introductory Comments '

Prior to the cancellation of the October 24, 2007 Rules Committee meeting because of the San
Diego wildfires, two Rules Committee meetings were planned for review of these proposals

before referral to the City Council. Now, however, there are not enough Rules Committee
mF‘PﬁﬂO’C left in 2007 1o have two reviews before the end nf the year. Instead, the plan will be

to have two hearings at the full City Council during January and February of next ;ear prior to

the filing deadline for the June 2008 ballot.

The gbal of today’s Rules Committee meeting will be to provide input on all of the Charter

Review Committee’s recommendations and: forward all of the items to the City Council.

Don’t loose sight of the effect of Prop F.

Can’t think of who would want to go back to a system in which the City Council did not have
its own 1ndependent budget and policy analysis and was dependent on the City Manager for
its information.

Some people are concemned that the Charter Review Commiittee is not an elected commission.
It is important to remember that City Councilmembers, who ultimately decide whether to
place the recommendations of the Charter Committee on the ballot, are elected by district.

Madaffer — General Comments

-

Charter is the City’s Constitution. It should not be written to respond to specific problems of
the day, but to serve as a global guiding document.

The Municipal Code is the place to address day to day issues.

Operational issue demand that certain of these recommendations be placed on the ballot
promptly

Frye — General Comments

Only a few of these recommendations need to be on the June 2008 ballot.
The public needs adequate time to understand the proposals
Supports holding additional hearings — one of which should be durmg the evening — before .

_ makmg decisions to place any items on the ballot.
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ACTIONS
Commitiee on Rules, Open Government, and Intergovernmental Relations
November 7, 2007
_ 4.

Tony Young — General Comments

Not satisfied that there was an adequate community process in the development of the
recommendations,

In addition to taking community input at he beginning of their process, the Charter Review
Committee should have returned to the community for input after they had developed their
specific recommendations, '

Not in a hurry to place these items on the ballot. Focus should be on doing a good job of
thoughtfully reviewing the City’s constitution with an emphasis on community input.
Some of the issues here should be referred to other Council Committees.

Favors carefully selecting just a few urgent issues to place on the June ballot.



ATTACHMENT 2

Rules Committee Member Comments Regarding Specific Recommendatjons of the Charter Review Committee
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{Speakers are ordered right to left in the order they spoke)

No

Issue

Charter Review
Committee
Recommendation

Madaffer

Frye

Young

Peters

Sunset
Provision

Extend trial period to
12/31/2014 and make
permanent at that time
unless there is a baliot
maeagsure to the contrary.

Itis too eary to consider
extending the trial period. The
voters voled for a trial period
until 2010 and we shouid honor
that commitment.

Let the trial period run before
this question is put lo the
volers.

Mayoral
Veto

Requires a 2/3 vote to
override a mayoral velo,
Where a supermajority is
required for passage, a
veto override requires a
supermajority plus one.

Itis premature to modify this
until the decision regarding
retention of the mayor-council is
made. The Current
arrangement is not problematic
because it promotes cooperalion
between the Mayor and Gouncil.

Number of

Council
Seals

Increase the number of
City Council districts from
eight to eleven as soon a
practicable

It is premature to modify the
number of Council seats until a
decision regarding retention of
the mayor-council is made. it
the Council is increased to an
odd number then returns to the
City Manager form of
government there will again be
an even number. In any case, if
increased, there should only be
nine members. The overall
budget for all Council offices
shouid nol be increased.
Opposed at-large Council seats.
Opposed interim redistricting for
fiscal reasons.

There should be a redistricting
process and new census data
before adding any new seats.

It is premature to modify the

| number of Council seats until

a decision regarding retention
of the trial form of
government.

The power of Council districts
may be diluted if seats are
added. Having more Council
seats empower the Mayors
office but not necessarily
communities, Opposed fo at-
large council seals. Favors
nine disiricts over eleven.

We have among the largest
council districts in the country.
More Council districts may give
a role to more communities
than have a role today.
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and Comptroller and
clarifying that the CFO is
an unclassitied position.

Consider for June Ballot

Conslder for the June Ballot
Referral: Audit Committee

Committee on Rules, Open Government, and Intergovernmental Relations
November 7, 2007
-6 -
No | Issue Charter Review Madaffer Frye Young Peters
Committee
Recommendation ' .
4 Role of the Authorize the IBAto Supports making the [BA Supports making the {BA Addition of the Independent
[BA provide both budgetary permanent irrespective of permanent irrespective of the Budget Analyst has been an
and policy analysis to the | whether strong mayor-council is | form of government. invaluable resource 1o the City
City Council. refained. Clarify that the IBA Council. Prior to the
provides both budget and policy implementation of the Strong
analyst to the Gity Gouncil, Mayor-Council form of
government, the IBA illegal Not
sure of the need for both a City
Consider for June Ballot Manager and an iBA if Strong
Mayor-Council is not retained.
Roles may be redundant when
both report to the same entity.
Need o think through how the
positions of City Manager and
IBA would be structured in their
reporting if there is a reversion,
5 Role of the CFQ - providing that the | The CFO should assume duties | CFO should assume rolg of Referral: Audit Committee Referral: Audit Committee
CFO & City | CFO shall assume the of Cormptroller but not the the Comptroller,
Treasurer duties of the City Auditor | auditor.
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ACTIONS
Committee on Rules, Open Government, and Intergovernmental Relations
' November 7, 2007
-7-

No | Issue Charter Review Madaffer Frye Ybung Peters
- " Committee

Recommendation )

Treasurer — remove the | Prefers that all department Consider for the June Ballot | Referral: Audit Committee Referral: Audit Committee

reguiremnent for Gouncil | heads be confirmed by Councii | Referral: Audit Committee

confirmation of the City including the Treasurer.

Treasurer

Consider for June Ballot
6 Audit Establishes a five- Agrees with the Charter Disagrees with the Charter The community may not Kroll's and Mayor's
Committee | member Audit Committee proposal Commitlee recommendation. | support three oulside members .| recommendation would have

Committee comprised of
two City Councilmembers
and three members of
the public. The public
members will be
nominated by the City
Council from a poal of
candidales created by a
screening commiliee
comprised of the CFO,
IBA, a Councilmember
and two members of the
publiic.

Consider for June Ballot

Mayor should have no role in
appointment of members,

Consider for June Ballot
Referral: Audit Commitlee
and City Atlorney o review
the legality of the Audit
Committe2’s duties in light of
Charter Section 1.1~

making decisions for the
Citizens of San Diego. The
kinds of people who will be
appointed are not going to
identify with community
members. Favors having

.elected officials on the audit

committee wilh expert advice.
If there are some outsiders,
they should in the minority,

Referral: Audit Committee

cut out the Council. Charter
Committee gave the Council a
role.

Consider for June Ballot
Referral: Audit Committee




ACTIONS
Committee on Rules, Open Government, and Intergovernmenial Relations
November 7, 2007
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No | Issue Charter Review Madaffer Frye Young Peters
Committee
Recommendation ) .

7 City Auditor | City Auditor is appointed | Auditor needs to be independent | There is an urgent need to fix | It is important to fix this issue. More concerned about who the

‘| by the City Manager of the Mayor and the Mayor the structure of the City Sees positive aspects to both Auditor reports o' than who has

{Mayor) in consultation should have no role in the Auditor. Mayor should have elected and appointed auditors. | a role in appeinting the auditor.
with the Audit Committee | selection of the City Auditor no role in appointing. Auditor | Cumently more favorable to an | The auditor must be
and confirmed by the must be independent of the . | elected auditor. independent from management
City Gouncil. Auditor Mayor. Supports an elected not from the Cotncil.
must be a CPA or Consider for June Ballot City Auditor : Does not support an elected
Certitied Independent Consider for June Ballot auditor.
Auditor. 10-year lerm of Referral: Audit Committee '
office. Auditor reports to Referral: Audit Committee
the Audit Commitiee Consider for June Ballot
which may terminate the Referral: Audit Committee
Auditor for cause with a
4/5 vote, The decision to
terminate is appealable
to Council. . o

8 | Balanced Requires the City fo Agrees with the Charter Referral: Budget Committee | Referral: Budget Committee | Referral: Budget Committee

Budget adopt a balanced budget | Committee proposal

and establishes
procedures to keep the Consider for June Ballot
budget balanced
throughout the fiscat
year.

9 Managed Exempis Police Officers, | Agrees with the Charter EMS personnel are already

Competition | firefighters and lifequards | Committee proposal contracted out. We needa

from Managed
Competition

Consider for June Ballot

better definition of what can
and cannot be confracted out.
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qualifications for ihe
members of the salary
selting commission,
compels the Gity Council
to adopt the
recommendations of the
Salary Setting
Commission, and
prohibiting the Mayor
from vetoing their
recommendations.

own salaries

Consider for June Ballot

their own salaries. May not
need 10 be on the June ballot,
but needs to be done.

Reterrai: City Attorney to
review the legality of this
proposal in light of Charter
Section 11.1,

ACTIONS
Committee on Rules, Open Government, and Intergovernmental Relations
November 7, 2007
-9._
No | Issue Charter Review Madafier Frye Young Peters
Committee _ '
Recommendation |

10 | Roleofthe | Defines the civil clieniof | Willing to hear more on this This is not working now. Most

City Attorney | the City Attorney as the | issue people understand that you
San Diego municipal cannot rely on someone for
corporation. Clarifies the confidential legal advice one
autharity related to day when you have to worry
sefllement of lawsuits that that same person will
and the authority of the prosecute you the next day.
municipal corporation to Wa ought to clarify the role of
retain outside legal the civil legal advisor. New
counsel when the Gity -York City Charter may provide
Aftorney’s office may not a model to examine.
provide such services '
dug to conflic! of interest, :

11 | Setting Alters the salary selting | Salary Setting Commission Salary Selting Commission The Charler Review Committee
Elected process for ali elected should make the final decision should make the final decision proposal still requires that the
Ofticials’ officials. Establishes and the City Council shoutd not | and the City Council should - Council vote on elected official
Salaries professional - participate in the setting of their | not participate in setting of -salaries and that they vote

-| "yes.” it would be more

appropriate that the Councit not
vote at all on their salaries,
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2007 SAN DIEGO CHARTER REVIEW COMMITTEE

FINAL REPORT

October 4, 2007
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OFFICE OF MAYOR JERRY SANDERS

CITY OF SAN DIEGO
MEMORANDUM
DATE : January 22, 2007 _
To : Council President Peters and Members of the San Diego City Council
From : Mayor Jerry Sanders : ‘

SUBJECT : Establishment of 2 Charter Review Committee

In the City’s first year operating under Charter Article XV: Strong Mayor Trial Form of
Governarnice it has become apparent there are a number of areas where clarification and fine-
tuning would help achieve the original intent of this reform.

In cooperation with the City Attorney’s office we have begun to work through some of these

~ issues as they arise, but much more work must be focused on these issues in order to fully
prepare for an effective long-term implementation of the Strong Mayor form of governance. 1
believe we can all agree that when roles and responsibilities are unclear, the business of the
public is not optimally served, and that a fresh review of this Charter section is 2 timely
priority. : : :

In addressing these issues, there are four subjecf areas or questions around which a work plan - |
for the Committee will be set: _ '

* What Charter modifications are necessary to implement the Kroll recommendations

and other financial reforms? .

*  What is a clear definition of the roles and responsibilities of elected officials and the
separation of powers under strong mayor?

* What measures may improve the functionality of strong mayor during this trial
period? '

What legistative tightening would be required for effective permanent implementation -
of Article XV?

Each of these areas will be explored by a designated subcomrmittee and addressed
concurrently in the Committee’s work.
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Committee meetings will be held twice monthly and will be noticed to the public in keeping
with the Ralph M. Brown Act. Subcommittees working in each fopic area are anticipated to

meet once or twice monthiy as is convenient for their membership and in keeping with their
work load.

T will move immediately to empanel the Committee in preparation for them to begin their
work on or around March 1% It is my intention that the Committes complete its work and
return its recommendations in readiness for the 2008 election cycle.

Valuing varied points of view, I would like to work with each of you to identify and nominate
three individuals who may be appropriate to serve on the Committee from which I will select
cne from each of your submissions. In addition, I will make 2 number of appointmentsto -
round out the Committee ensuring a representative balance, We are looking for individuals
who can be independent, possess scholarly and operational subject matter expertise, those

who have experience with previous cherter reform efforts and who are broadly representative
of our talented citizenry.

In addition to the Committes members, three ex-officic members will serve as support

resources and advisers to the Committee; one each from the City Attorney, Mayor and the
Independent Budget Analyst,

ook forward to working with you on these issues so.critical to our City’s future and
_ welcome your support for this effort,

IS:ACH A
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THe CiTY or SAN DiEcO

October 4, 2007

We are pleased to submit this Report of the 2007 San Diego Charter Review Committee.
Tt is the result of a great deal of work by the Commiitée mémbers, our consultants and staff, and
by representatives of the City Attorney and Independent Budget Analyst, and reflects:public
‘testimony received at 51 public. meetings held from April 13 through October 4, including public
forums in each Counci] District. The efforts to include the public-in-:ourdelibcrations are
-detailed in the Introduction to the Report, but we should mention that we received testimony
from representatives of 53 different orgamzanons, and from 72 individuals, as well as from
. various public officials and irivited experts on various Charter issues.

Given the goal of developing récommendations for the Council 1o consider for a 2008
‘ballot, the Committee focused on what it determined were the most urgent issues, studied others |
‘that for one reason or another were better left to a future ballot, and deferred others which it

concluded should be left to a future Charter Review, This division is reflected in Divisions 1, IIE
and IV of the Report.

~ On behalf of the Committee, we would like to thank Mayor Sanders and the:City Council
for this opportunity to be of service. We:trust that our recommendations will prove useful to the
‘Council, and to the voters of San Diego.

,Si‘ncere'ly;_

Joln Davies, Chair

682017.01/3D
- AOD45-136/10-1-07jpdireh
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Executed this 4™ day of October, 2007.

/' Of-ssor Susan A Ié? Cymﬂ

/(/')Jﬁt?

Adnan Kwiatkowski

.Lefi-‘Chaia Wilson
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Committee Members

Chair: John Davies - John G. Davies is Of Counsel with the law firm of Allen
Matkins Leck Gamble Mallory & Natsis LLP where he focuses on real estate and
probate practice. Mr. Davies is a longtime civic leader and has served as the Judicial
Appointments Secretary to California Governors Pete Wilson and Arnold
Schwarzenegger.

Vice Chair: Judge James Milliken (Ret) - Judge Milliken is a partner with the firm
of DiFiglia & Milliken and served as a Superior Court Judge from 1988 to 2003. In his
16 years on the bench, he served as the presiding Judge of the Juvenile Division,
Supervising Judge of the Superior Court and as Presiding Judge of the San Diego
Superior Court. '

Barbara Cieves Anderson (District 7 nominee) - Barbara Cleves Anderson is a
langtime resident of the City of San Diego and an active leader in the community of
San Carlos and in the stewardship of Lake Murray and Mission Trails Regional Park.

Alan Bersin - Alan Bersin serves as Chairman of the Board of the San Diego
Regional Alrport Authority and has served as the State of California’s Secretary of
Education, Superintendent of San Diego City Schools, and as the United States
Attorney for the Southern District of California,

Professor Susan Channick - Susan Adler Channick is a Professor of Law at
California Western School of Law where she teaches and writes in the area of health
care law with particular emphasis on policy issues such as access and financing,
public health law, and legal issues of the elderly, “
John Gordon (District 6 nominee) - John Gordon is the Principal with Pacific
Management Consulting Group, and has twenty years of experience with financial
management roles. o

Donna Jones (District 1 nominee) - Donna Jones is a Partner with the law firm of
Sheppard Mullin where she specializes in land use. She currently Chairs the
Infrastructure Committee of the Chamber of Commerce and from 2004-2006 she
chaired its Legal Committee, As Chair of the Legal Committee she headed the
Chamber’s Working Group on the Strong Mayor Transition in 2005,

Adrian Kwiatkowski {District 8 nominee) - Adrian Kwiatkowski is the Director of
Public Affairs for the Monger Company, and served as the Secretary and researcher
for the San Diege Charter Change Committee from 1998 to 2000,

Mike McDade (District 2 nominee) - J. Michael McDade is a partner in the jaw
firm of Wertz McDade Wallace Moot & Brower, Long involved in government and civic
affairs, Mr. McDade has had the experience of serving as Chief of Staff to both a
Mavyor of San Diego as well as the Chair of the County Board of Supervisors.
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Vince Mudd - Vincent Mudd is the President & CEO of San Diego Office Interiors. He
serves on the board of the regional Economic Development Corporation, as Chair of
the San Diego-Imperial Counties Chapter of the American Red Cross, and is a
Director of State Compensation Insurance Fund,

Mark Nelson - Mark Nelson is the Director of National Government Affairs for
Sempra Energy and has long-term experience in governmental and legislative affairs,
previously serving as a legislative aide at the County of San Diego and as the
Executive Director for the San Diego Taxpayers Association.

Duane J. Roth - buane J1. Roth Is the Chief Executive Officer of CONNECT, a non-
profit organization that fosters entrepreneurship in promising technology and life
sciences businesses in the San Diego region. He is the founder of Alliance

Pharmaceutical Corp. where he serves as the Chief Executive Officer and Chairmah
of the Board. ‘

Marc Sorensen (District 5 nominee) - Marc Sorensen Is a Senior Engineer and
Program Manager for the Space and Naval Warfare Systems Center. He is a resident
of Scripps Ranch where he is active in community affairs inciuding the Scripps Ranch
Planning Group, serving as its Chair for three years.

Professor Glen W. Sparrow (District 3 nominee) - Glen W. Sparrow is Professor
Emeritus at the School of Public Affairs at San Diego State University and a leading
civic voice in the matters of state and local government management, metropolitan
regional governance and intergovernmental relations.

Lei-Chala Wiison {District 4 nominee) - Lei-Chala Wilson is an Attorney with the
San Diego County Public Defender’s Office, and is President of the Earl B. Gilliam Bar
Association and past president of the California Assaciation of Black Lawyers.
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2007 Charter Review Committee Members:

John Davies, Chair Mike McDade
Judge James Milliken, Co-Chair Vincent Mudd
Barbara Cleves Anderson Mark Nelson
Alan Bersin Duane Roth
Susan Channick Marc Sorensen
John Gardon Gien Sparrow
Donna Jones Lei-Chala Wilson

Adrian Kwiatkowski

2007 Charter Review Subcommittees and Members:

Duties of Elected Officials Financial Reform Interim Strong Mayor
Chair: Chair: Chair:

Mike McDade Donna Jones Alan Bersin

Members: Members: Members:

Susan Channick, John Gordon, Barbara Cleves Anderson,
Mark Nelson, : Judge James Milliken, John Davies, .

Duane J. Roth, Vincent Mudd, Adrian Kwiatkowski,

Mar¢ Sorensen : Lei-Chala Wilson Glen Sparrow

2007 Charter Review Committee Staff:

Consultant Staff Office of the City Attorney
James W. Ingram III Catherine Bradley “
James Lough . Huston Carlyle

Catherine L. Tran Jo Kiernan

Sharon Spivak
LLawrence Tomanek

Brant Wiil.
Office of the Mayor : QOffice of the Independent Budget Analyst
Lisa Briggs Tom Haynes
Julie Dubick ' : Jeff Kawar
Jitf Monroe - Jeff Sturak
Job Nelson Penni Takade

Andrea Tevlin
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Summary of Charter Recommendations
I Charter Recommendations for the 2008 Ballot 8
Interim Strong Mayor and Legislative Tightening
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2. Veto Override 12
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8. Balanced Budget 18
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12.  Appointments to Outside Organizations 23
13, Redevelopment Agency 24
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IV.  Municipal Code Recommendations
16.  Audit Committee (to codify Charter Amendment) 27
17. City Auditor {to codify Charter Amendment) 27
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INTRODUCTION

On January 22, 2007, Mayor Jerry Sanders began the process that has produced this
report when he called for the establishment of the San Diego Charter Review
Committee. After 55 weeks of service as San Diego’s first elected Chief Executive
Officer since 1931, the Mayor had noted a number of problems in the City's historic
shift away from the Council-Manager form of government. In the Mayor's
Memerandum on “Establishment of a Charter Review Committee”, he stated: “In the
City’s first year operating under Article XV: Strong Mayor Trial Form of Governance it
has become apparent there are a number of areas where clarification and fine-tuning
would help achieve the original intent of this reform.” The Mayor pointed out that
long-term implementation of Article XV was probiematic because of its lack of clarity:
*I believe that we can all agree roles and responsibilities are unclear, the business of
the public is not optimally served, and that a fresh review of this Charter section is a
timely priority.”

In order to undertake the needed review of the Charter, the Mayor asked the City
Council to assist in forming a Committee. Each member of the City Council
recommended an individual to represent his or her district. When the Mayor asked
for these nominations, he clearly stated his ideals for the composition of the
Committee: “We are looking for individuals who can be independent, possess
scholarly and operational subject matter expertise, those who have experience with
previous charter reform efforts and who are broadly representative of our talented
citizenry.” Applying the Mayor’s criteria, the Council nominated Committee -
members, the Mayor canfirmed one norminee from each Council member, and added
members “to round out the Committee ensuring a representative balance.”

The San Diego Charter Review Committee was given a very clear set of
responsibilities. The Mayor had asked four questions, defining the subject areas
around which the Committee should buiid its workplan. The Committee made finding
the answers to those four questions its Misslon Statement: “To determine ‘
modifications necessary to implement the Kroll Report recommendations and other
financial reforms; to clarify the roles and responsibilities of elected officials and the
separation of powers under the Strong Mayor form of governance; to identify .
modifications that would improve the functionality of the Strong Mayor form of
governance during the trial period; and to identify iegislative tightening that would
be required for effective permanent implementation of the Strong Mayor form of
governance.” The Committee then established three Subcommittees with which to
accomplish its mission.

The Subcommittee on Interim Strong Mayor would take on the issues of improving
the functionality of the Strong Mayor form of governance, and identifying iegislative
tightening required to implement it on a long-term basis. The Subcommittee on
Financial Reform would address the recommendations made by the Kroll Report, and
other needed financial reforms. The Subcormnmittee on Duties of Elected Officials
would handle the clarification of the roles and responsibilities and separation of
powers under the Strong Mayor form of governance. The Chair of the Committee
requested each of the Committee members to identify which Subcommittee best fit
their interests in the reform process. The division of labor necessary to allow the
Committee to accomptlish its mission proved easy to achieve, and each Committee
member was assigned to the Subcommittee of his or her choice, The
Subcommittees each voted to approve a workplan assembled by staff, and the full
Committee approved all of them.
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For nearly six months (from April 13 to October 4), the San Diego Charter Review
Committee and its Subcommittees held 51 meetings, including public forums in
every Council District, and meetings by both Subcommittees and full Committee in
Baiboa Park and City Hall. The public forums and full Committee meetings were all
televised on City Channel, and then placed on the website for webcast. The research
that the Committee and its Subcornmittees have done has been handed out at all
meetings, and placed on the website for wider distribution. During 25 weeks of
meetings and forums, the Subcommittees and full Committee heard testimony from
labor representatives, members of the business community, employees,
administrators and elected officials of the City government, experts on urban
governance, members of good government groups, and as many members of the
wider public who were so civic-spirited as to participate. In terms of the experience
of previous San Diego charter commissions, as well as charter commissions from
other cities, the process was very open and inclusive. The fuill Committee and its
Subcommittees voluntarily operated under the requirements of the Brown Act for
posting its meetings, taking input from the public and holding all of its meetings and
conducting its research and deliberations in full public view with citizen participation.
The San Diego Charter Review Committee is grateful for all of the assistance that it
received from the public-spirited citizens and residents of this City.
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SUMMARY OF CHARTER RECOMMENDATIONS

1. CHANGES PROPOSED FOR THE 2008 BALLOT

INTERIM STRONG MAYOR AND LEGISLATIVE TIGHTENING

1, Extends the trial period in Section 255 (Operative Date; Sunset of Article;
Future Action by Voters) to December 31, 2014, at which point Article XV
(Strong Mayor Trial Form of Governance) shall be made permanent, unless
voters approve a ballot measure to extend, shorten or repeal the effective
period of this Article.

2. Amends Section 285 (Enactment Over Veto) and Section 290 (Council
Consideration of Salary Ordinance and Budget; Special Veto Power) to require
a two-thirds Council majority vote to override a mayorat veto.

(AND)
Amends Section 285 (Enactment Over Veto) to require that if an ordinance or
resoiution requires a two-thirds vote or other supermajority vote greater than
two-thirds of the Councll to pass, then the number of Council votes necessary
to override the Mayor’'s veto shall be one vote more than was necessary to
- pass the resolution or ordinance. (Also amends Section 290 (Councit

Consideration of Salary Qrdinance and Budget; Special Veto Power) to correct
an inaccurate reference to Section 71 as the Charter Section regarding a
balanced budget; the language, such as it is at present, occupies Section 69.)

3. Amends Section 270 (The Council) to increase the number of Council districts
from eight to eleven, with the redistricting to add the three additional districts
to occur as soon as practicable, N

4. . Amends Section 270 (The Council) to clarify that Office of the Independent
' Budget Analyst is authorized under the Charter to act as a budgetary and
‘policy analyst for the City Council.

FINANCIAL REFORM AND THE KROLL REPORT

5. Amends Saction 39 (City Auditor and Comptroller) and Section 265 (The
Mayor) to indicate that the Chief Financial Officer shall assume the
responsibilities of the City Auditor and Comptroller (or “City Auditor and
Controlier”); amends Section 117 (Unclassified and Classified Officers) to
clarify that the Chief Financial Officer remains exempt from civil service, as
the City- Auditor and Comptroller presently is by virtue of department head
status

(AND)
Amends Section 45 (City Treasurer) to remove the need for Council
confirmation of the City Treasurer.

6. Adds a new Section 39.1 (Audit Committee) to establish an Audit Committee
consisting of five members composed of two mernbers of the City Council,
one of wham shall serve as Chair, and three members of the public. The
public members shall be appointed by the City Council from a pool of
candidates to be recommended by a majority vote of a screening committee
comprised of the Chief Financial Officer, the Indapendent Budget Analyst, the
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City Attorney or his or her designee, a member of the City Council and two
outside financial experts.

7. Adds a new Section 39.2 (City Auditor) to establish a City Auditor who shall
be appointed by the City Manager in consultation with the Audit Committee
and confirmed by the City Council. The City Auditor shall be a Certified Public
Accountant or Certified Independent Auditor. The City Auditor shall serve for a
term of ten (10) years and report to the Audit Committee. The Audit
Cormmittee with a four-fifths vote may terminate the City Auditor with a right
to appeal to the City Councif who can override the Audit Committee’s action
with a two-thirds vote. Amends Section 111 (Audit of Accounts of Officers) to
transfer auditing responsibilities of City Auditor and Comptroller to City
Auditor and Audit Committee.

8. Amends Section 69 (Fiscal Year and Manager's Estimate) to require that the
Manager propose and the Council adopt a balanced budget annually. The
term “balanced budget” will mean sufficient funds are available to cover
projected expenditures. The Manager shall monitor and report on the budget
throughout the fiscal year and if he or she determines there will no longer be
sufficient funding from all availabie sources to cover projected expenditures
and encumbrances, the Manager shall propose revisions to keep the budget
halanced. Within 60 days of the Manager's submission of these revisions, the
Council shall adopt them or offer alternative ones to ensure a balanced
budget. The Manager and Council shall take the necessary steps to ensure a
balanced budget by the end of each fiscal year. The City shall post copies of
the budget on appropriate electronic media, such as the internet, to allow the
pubilic full access to the document.

DUTIES OF ELECTED OFFICIALS

9. Aménd section 117 (Unclassified and Classified Services) to clarify that Police
officers, fire fighters and lifequards who participate in the Safety Retirement
System are exempt from Managed Competition.

10. Amend Section 40 {City Attorney) to create professional qualifications for this
Office, define the civil client as the municipal corporation of the City of San
Diego, clarify authority over the control and settlement of litigation, and
establish a process allowing a City entity to retain outside legal counsel (at
the entity’s own expense) when the City Attorney’s Office may not prowde
legal advice due to an ethica! or financial conﬂlct of interest,

11. Repeal Section 24.1 {Mayor's Salary) and amend Section 12.1 (Counciimanic
Salaries), Section 40 (City Attorney) and Section 41.1 (Salary Setting
Commission) to alter the salary setting process for all elected officials,
Henceforth, the Salary Setting Commission shall include individuals with
particular expertise, authorized to examine all appropriate factors and
establish the salaries of the Mayor, City Attorney and Council. The Councii
must adopt the Salary Setting Commiission’s recommendations for salaries,
and the Mayor may not veto them. The public will retain its referenda
authority over the ordinance enacting these salaries,
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II. CHANGES PROPQSED FOR A LATER BALLOT

12,

13.

14,

III.

Amend Section 265 (The Mayor) to allow the Mayor to submit nominees for
consideration when controlling law vests the power to appoint City
representatives to boards, commissions, committees and governmental -
agencies in the City Council or a City Official other than the Mayor,

Amends Section 265 (The Mayor) to authorize the Mayor to act as the Chief
Executive Officer of any organization established by federal or state law for
which the City Council acts as the governing or legislative body. In this
capacity, the Mayor will supervise the administrative affairs of these
organizations; and hold the same administrative and procedural power and
authority that the Mayor has in conducting City affairs, including the power of
veto. This would institutionalize the Mayor’s present position as Executive
Director of the Redevelopment Agency,

Amend Section 265 (The Mayor) to allow the Mayor to appoint the Personnel
Director, subject to Council confirmation, and to dismiss the Personne!
Director without recourse.

ITEMS UPON WHICH NO CHANGES ARE RECOMMENDED

15,

Recommends maintenance of the status quo in regard to the Board of
Administration of the San Diego City Employees Retirement System. The
recent Charter changes seem to be working well, despite recommendations
by the Kroil Report for a board with a different number of members and
different affiliations.

A
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1. PROPOSED CHARTER CHANGES FOR THE 2008 BALLOT

Based on all of the input received, the Subcommittees were able to research the
many items in their workplans, deliberate on proposais for Charter revision, and

" forward their recommendations to the full Committee. The Subcommittees made
their work available to other Committee members, presented their findings and
recommendations before the Committee, and participated in the deliberations on
their recommendations. Each of the recommendations below was passed by a
majority vote on motions in both the relevant Subcommittee and the full Committee.

The Subcommittees attempted to maintain a division of labor, but an inevitable
overiap occurred. For example, the issue of the Mayor’s status in terms of
redevelopment was handled by the Interim Strong Mayor Subcommittee, but
concerns the Duties of Elected Officials. Likewise, the Financial Reform
Subcommittee addressed the balanced budget issue, which required examination of
the Duties of Elected Officials in adopting and impiementing a balanced budget. The
unintended overlap between the subject matters of various Subcommittees did not
create any difficuities, and in fact served to improve the Committee’s work product.
Charter review is inherently a collective enterprise in that only the voters can change
the City Charter. As democratic theory suggests, the more individuals participate,
the better the quality of decisions made.

Because of the cross-cutting nature of the work of the various Subcommittees, and
the fact that these recommendations differ in their time sensitivity, the Committee
concluded that it was best to categorize its recommendations in terms of when they
should be moved forward to the ballot. Because of the importance of assuring that
the Strong Mayor Trial truly provides an idea of the improvement that this form of
government may offer, the Committee felt that extending the Trial Period and fine-
tuning it to allow a fair assessment of this governmental system was a critical need.
Because of the recent fiscal woes of the City—as evidenced by the SEC monitoring
and Consent Decree, and the Kroll Report's assessment of the City’s failure to
adequately fund its infrastructure and pension systems—the changes to deal with the
issues ratsed by Kroll were also seen as an immediate priority. Lastly, some of the
changes to clarify the duties of elected officials are inciuded in this category because
there is an urgent need for improvernent.

Other recommendations that the Committee is making are also of great importance
and should not be neglected, but the Committee felt the need to prioritize its
recommendations for Charter change. In general, recommendations 1-4 are those
that emerged from the Interim Strong Mayor Subcommittee. By contrast,
recommendations 5-8 have been made by the Subcommittee on Financial Reform.
Finally, recommendations 9-11 deal with the matters that the Subcommittee on
Duties of Elected Officials identified during its work. However, as indicated above,
there was some overfap between the work of the Subcommittees, and each will have
made a significant contribution if the City follows up on its work. Refer to Appendix

II for the exact language of all of the proposed Charter changes, as each was ratified
by the Committee.

INTERIM STRONG MAYOR AND LEGISLATIVE TIGHTENING

1. Extends the trial period in Section 255 {(Operative Date; Sunset of Article;
Future Action by Voters) to December 31, 2014, at which point Articie XV
(Strong Mayor Trial Form of Governance) shall be made permanent, unless
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voters approve a baliot measure to extend, shorten or repeal the effective
period of this Article.

On November 2, 2004, the voters of the City of San Diege approved Proposition F,
creating the Strong Mavyor Trial Form of Governance. Proposition F established a trial
period, which was to run from January 1, 2006 to December 31, 2010. Some of the
proponents of the Charter. change recommended here have pointed out that the trial
period has proven the effectiveness of the Strong Mayor form. On the other hand,
some opponents claimed that the voters were promised a five-year trial, and the trial

pertod should be allowed to run its course before passing judgment on the success of
the experiment.

During the Subcommittee’s discussion of the Strong Mayor form of government, the
debate touched on extending the trial period, repealing the trial period and making
the change permanent, or requiring an election to be held automatically at some
point before the trial period’s expiration. There was a consensus among the
members of the Committee that the Strong Mayor form of governance had proven
itself. Committee members noted that in the public forums held around the City, the
cltizens who spoke generally supported the new form of government. The
Committee members pointed out that if the trial pericd was permitted to expire, then
the City would face another costly and uncertain transition between forms of
government. The Committee found there was a8 common misconception that under
Proposition F, the trial period would automatically be extended, unless samething
had proven amiss with the Strong Mayor system during the trial. In fact, the
Subcommittee found that even if the public were to approve a ballot measure
making the Strong Mayor system permanent just before the end of the trial period in
a November 2010 ballot, the results would not be certified in time. This would
create a temporary, but mandatory return to the Council-Manager form until
California’s Secretary of State could certify the election resuits. Based upon a full
discussion at many Subcommittee and Committee meetings and public forums, the
Committee voted to extend the trial period to the end of 2014, and then make the

change permanent uniess voters had acted to alter or terminate the trial period in
the interim.

VOTE: AUGUST 9, 2007; 13 AFFIRMATIVE, 1 NEGATIVE, 1 ABSENT. ROLL CALL:
. AFFIRMATIVE = BERSIN, CHANNICK, .CLEVES ANDERSON, DAVIES, GORDON,

KWIATKOWSKI, MCDADE, MILLIKEN, MUDD, NELSON, ROTH, SPARROW, WILSON;
NEGATIVE = SORENSEN; ABSENT = JONES.

2. ‘Amends Saction 285 {Enactment Over Veto) and Sectton 290 {Council
Consideration of Salary Crdinance and Budget; Special Veto Power) to require
a two-thirds Council majority vote to override a mayoral veto.

(AND)
Amends Section 285 (Enactment Over Veto) to require that if an ordinance or
resolution requires a two-thirds vote or other supermajority vote greater than
two-thirds of the Council to pass, then the number of Council votes necessary
to override the Mayor’s veto shall be one vote maore than was necessary to
pass the resolution or ordinance. (Also amends Section 290 (Council
Consideration of Salary Ordinance and Budget; Special Veto Power) to correct
an inaccurate reference to Section 71 as the Charter Section regarding a
balanced budget; the language, such as it is at present, occupies Section 69.)
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As part of the Proposition F transition to the Strong Mayor Form of Government,
Articie XV created what was characterized as a Mayoral veto. However, the City
Council may override the Mayor's veto by the exact same margin by which that body
passed an ordinance or resolution in the first place. Some of those who advocate the
Charter amendment proposed here have posited that the present process does not
establish a true veto, but merely & requirement that the Council reconsider policies
the Mayor finds objectionable. By contrast, some of those who oppose the veto and
override process recommended above have stated that it would make it too difficult
for the Council to pass legislation over Mayoral opposition. Other members opposed
the two-thirds vote if its use were to occur prior to Council expansion, because
Proposition F created the current simple majority, and Proposition F should not be
changed until it is made permanent or eliminated by the voters.

The authors of Proposition F did not avoid creating a real veto because they favored
a mere reconsideration, or feared an authentic veto and override process. The hobe
was that separating the executive and legislative branches and creating checks and
balances would bring about such an improvement that even a very imperfect veto
provision would be better than the status quo. In point of fact, the committee that
drafted Proposition F preferred the majority passage and super-majority veto
override that is used by most Strong Mayor cities, 47 of the 50 United States, and

- our national government. However, the difficulty was establishing such a veto and

override process when the legislature consists of eight legislators, The solution that
Proposition F's advocates arrived at was to allow the Mayor to veto policies, but to
then allow the Council to re-enact them by the same margins.

Aithough the vote on the Committee’s recommendation was not unanimous, the

membership as a whole did prefer that the City employ the super-majority override
that is used by American governments at the local, state and nationgl level. The
only point of contention upon the Committee is the size of the supermajority
required to override the Mayoral veto. So long as the Council has only eight
members, a two-thirds requirement wouid necessitate consensus among three-
fourths of the Council in order to override the Mayor's veto, The Committee’s -
recommendation is for the two-thirds override that is standard, but until the Council
is eniarged, two-thirds will mean three-fourths. There are provisions for veto
overrides requiring supermajorities larger than two-thirds in 2 number of cities, but
the Committee preferred that the number of Council districts be increased so that
the two-thirds override requirement would not be so onerous. However, two-thirds
is not a "magic number” for vetoes. For example, in such cities as Philadelphia and
San Francisco, employment of the two-thirds veto override requires margins of 71%
and 73% (because the former has 11 legislators and the latter 17). It is critical,
however, that in order to establish the true veto that good government mandates,
there be a larger number of legislators required to override it than the number that
initially passed the legislation. One of the Committee members who voted against

'this recommendation actually favored it, but opposed the motion because of a

friendly amendment. The “rider” requested that the Council add members

expeditiously to reduce the size of the-supermajority required to constitute a two-
thirds margin.

VOTE: AUGUST 9, 2007; 8 AFFIRMATIVE, 6 NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, DAVIES, KWIATKOWSKI, MILLIKEN, MUDD,

NELSON, ROTH; NEGATIVE = CLEVES ANDERSON, GORDON, MCDADE, SORENSEN;
SPARROW, WILSON; ABSENT = JONES.
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3. Amends Section 270 {The Council) to increase the number of Council districts
from eight to eleven, with the redistricting to add the three additional districts
to occur as soon as practicable.

The City Council has included the same number of members since 1963, This means
that San Diego was less than half its present size when the City moved to an eight-
member Council (616,500 population in 1963; over 1.3 miliion in 2007). The eight-
member Council of today resulted from action taken by the 1962 Citizens Charter
Review Committee, which recommended increasing the Council’s size beyond the six
members the Charter had mandated since 1931, That body reported that
"something should be done to ease the burden of the Council” and the public
indicated its assent by approving a Charter amendment. The 1962 Committee
thought that “adding to the number of members of the Council” was critical because
each Council member needed to serve a district of about 103,000 people. Presently,
Council members must represent over 163,000 residents. Some of the proponents
of the recommendation for an eleven-member Council favored such a change to
allow each legislator to represent a more feasibly sized district, as well as to ensure
that the veto override is a little closer to a two-thirds majority. The only opposition
raised to this recommendation apparently rose from concerns that while increasing
the size of the Council was a good idea, the Committee should not recommend a

specific number of districts or should set a date certain by which the increase would
oceur. :

There was general agreement that San Diego’s Council faces a challenging task in
attempting to represent districts that are so large. The Committee found during its
research that most big United States and California cities do not require their local
legislators to serve constituencies of such magnitude. In a city as diverse as San
Diego, it would seem that smaller districts would allow Council members to be closer
to the public. Some recommended that the City should add at-large Council
members so as to ensure the possibility of a two-thirds veto override, but leave the
number of Council districts at the status guo. However, the Committee heard
consistent public testimony indicating that while residents were happy with their own
Council member, they wished that City government was not so remote. Only by
adding Council districts could San Diego guarantee an increase in the closeness of
contact between its communities and their representatives. Many members of the
public indicated their support for an 11-member Council. The Committee would have
preferred to set a date for the needed redistricting, yet was advised by the City
Attorney’s representatives that such action raised legal issues in terms of the Voting
Rights Act. The Committee did note, however, that based on the recent SANDAG
figures the City's Council districts are presently at variance with the one person-one
vote standard. The Committee wanted redistricting to occur as soon as practicable,
not just because of the super-majority veto override, but because it would ease the
task that Council members face in providing their communities with high-quality
representation.

VOTE: AUGUST 9, 2007; 14 AFFIRMATIVE, O NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON,
KWIATKOWSKI, MCDADE, MILLIKEN, MUDD, NELSON, ROTH, SORENSEN, SPARROW,
WILSON; ABSENT = JONES.
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4, Amends Section 270 (The Council) to clarify that Office of the Independent
Budget Analyst is authorized under the Charter to act as a budgetary and
policy analyst for the City Council,

One of the gains yielded by the voters’ passage of Proposition F was the creation of
the Office of the Independent Budget Analyst (IBA). The IBA ensures that the City
will benefit from the true checks-and-balances system that the Strong Mayor form of
governance seeks to provide. The propanents of the above recommendation thought
that the IBA needs to be authorized to provide the Council with analysis of legislative
and policy issues, rather than merely budgetary matters. Some Committee
members suggested that perhaps the IBA shouild be re-named the Councll Legislative
Analyst in the interest of accuracy, but the recommendation passed unanimously.

The IBA is analogous to the federal government’s Congressional Budget Office
(CBO). The CBO acts to give Congress independent information from the President’s
Office of Management and Budget. In order to fulfill its duties as a legislative body,
the City Council needs the IBA to act as its version of the CBO. While it is true that
the most important policy document a city publishes is its budget, not all palicy
analysis is budgetary in nature. The Committee members commended the City
Councii for specifying that the. IBA was to handie legislative and policy analysis in its
codification of that Office’s responsibilities. However, the Committee would prefer
not to leave such an important matter to the Municipal Code. The Committee’s
recommendation would institutionalize the actions of the present Council by clarifying
in the Charter that the IBA shall be authorized to act as budgetary and policy analyst
for the City’s legisiative body.

VOTE: SEPTEMBER 6, 2007; 14 AFFIRMATIVE, 0 NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES,\GORDON,

JONES, KWIATKOWSKI, MCDADE, MUDD, NELSON, ROTH, SORENSEN, SPARROW,
WILSON; ABSENT = MILLIKEN.

FINANCIAL. REFORM AND THE KROL!L REPORT

5. Amends Section 39 (City Auditor and Comptroller) and Section 265 (The
Mayor) to indicate that the Chief Financial Officer shall assume the
responsibilities of the City Auditor and Comptroller {or *City Auditor and
Controller”); amends Section 117 (Unciassified and Classified Officers) to
clarify that the Chief Financial Officer remains exempt from civii service, as
the City Auditor and Comptroller presently is by virtue of department head
status

{AND) :
Amends Section 45 (City Treasurer) to remove the need for Council
confirmation of the City Treasurer. '

In its examination of the City’s recent financial woes, the Kroll Report “found the
City’s financial reporting structure deficient”. The report singled out the Charter
provisions on the City Auditor and Comptrolier as especially problematic. In its
outline of the remediation necessary to repair the City's financial structure, the Kroll
Report turned first to the need to fix the City Auditor and Comptroller’'s office and to
establish a Chief Financial Officer (CFO). The report noted that the City's previous
misstatements of its financial position had resulted from the same factors that
created the need for the Sarbanes-Oxley law for private corporations: namely, the
failure by the organization to adequately separate the auditing function from other

——
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management-related functions. In San Diego, there were problems because, as Kroll
noted, “the auditor audits his own work.” In examining the duties of the City Auditor
and Comptroller, as they appear throughout the Charter, it is clear that this officer is
a Comptroller rather than an Auditor. Only one Charter section deals with the
auditing functions of this Officer, and that section concerns the retention of the City's
outside auditors. The recommendation is to re-name the City Auditor and
Comptrolier the CFO; other recommendations offered below would transfer the
auditing responsibilities to a separate officer and its oversight committee. The
Committee supported the recommendation unanimously, and no one who addressed
the Subcommittee or Committee raised any concerns about it.

The second part of the recommendation alters the appointment process for the City
Treasurer. The City Treasurer reports to the CFO (City Auditor and Comptrolier) in
disbursing City funds to honor the CFO's warrant or check-warrant. The Kroll Report
recommended that the City clarify the reporting relationship that exists between the
CFO and the City Treasurer. To require that the Council confirm the CFO, and then
confirm another officer who acts as the CFO’s subordinate, does not make sense and
clouds accountability. To establish ambiguous reporting relationships and provide
subordinate officers with independent power bases is a recipe for trouble. Only with
clear lines of responsibility is it possible to fairly assess performance, and place
credit and blame appropriately. The Committee supported th|s recommendation
unanimously, and agam did not receive any concerns about it

VOTE: SEPTEMBER 21, 2007; 13 AFFIRMATIVE, 0 NEGATIVE, 2 ABSENT. VOICE
VOTE: AFFIRMATIVE = CHANNICK, CLEVES ANDERSON, DAVIES, GORDON, JONES,
KWIATKOWSKI, MCDADE, MUDD, NELSON, ROTH, SORENSEN SPARROW WILSON;
ABSENT = BERSIN MILLIKEN.

\

6. Adds a new Section 39.1 (Audit Committee) to establish an Audit Committee
consisting of five members composed of two members of the City Council,
one of whom shall serve as Chair, and three members of the public. The
public members shall be appointed by the City Council from a pool of
candidates to be recommended by a majority vote of a screening committee
comprised of the Chief Financial Officer, the Independent Budget Analyst, the
City Attorney or his or her designee, a member of the City Council and two
outside financial experts.

The absence of an Audit Committee was another structural deficiency that the Kroll
Report emphasized. Kroll recommended that the City establish an Audit Committee,
consisting primarily of individuals with expertise in accounting, auditing and financial
reporting. This would provide the City with needed oversight of its fiscal affairs. The
City was unable to follow the Kroll recommendations in this regard because of
conflict with the City’s Charter provisions regarding the deiegation of legislative
responsibility. Consequently, the City Council created an Audit Committee, which

! The Committee voted this language on August 23, and at that time the vote included the
City Treasurer's appointment. However, the Committee returned to the issue on September
21 so as to ensure fuil notification had been performed. During the September 21 vote, the
Committee did not expressly include the City Treasurer in the motion and vote. Consequently,
the Committee voted on September 27 to approve the recommended appointment process for
the City Treasurer. The Committee approved the recommendation by voice vote; the margin

was 14 affirmative, 0 negative, 1 absent. The absence was that of Committee member Lei-
Chala Wilson.
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has already begun to yield benefits in the form of increased transparency. Yet the
San Diego Charter Review Committee would prefer to foliow the Kroll model more
fully, because the majority on the Audit Committee it contemplated wouid be
comprised of financial experts. The Council may or may not at any given time have
a sufficient number of members qualified to serve on its Audit Committee. The
recommendation above would institutionalize an Audit Committee, rather than
leaving it up to the Council to continue this oversight role, and ensure that the
majority of Audit Committee members possess the requisite qualifications to perform
the needed monitoring. There was broad consensus favoring this recommendation
by both the Subcommittee and the full Committee. The only opposition appears to
have centered on the issue of accountability; one Committee member thought that
the Council's Audit Committee should continue to provide oversight of auditing. If
the Council did not place members with adequate expertise on the Audit Committee,
then they could be held accountable by voters. The City Attorney has opined that
the creation of an Audit Committee which includes anycne other than Council
members would require Charter change.

It is imperative that the City seriously consider any responsible measure that could
prevent the kind of national pubiicity that San Diego received for its financial woes of
the recent past, The City might never have experienced the assignment of an SEC
monitor, fallure to release accurate CAFR’s, and under-funding of its infrastructure
and pension systems, if its Charter had created a proper financial structure. The
Committee heard no testimony favoring a return to the financial practices of the
past. This recommendation would institutionalize the hard lessons that have been
learned. The Subcommittee aiso formulated possible Municipal Code language
delineating the workings of the Audit Committee, in order to clarify its “legislative
intent”, and the operations that it favored in recommending the concept of such a
Committee. The language offered for codification of the Audit Committee’s
operations appears elsewhere in this Report.

VOTE: SEPTEMBER 21, 2007, 12 AFFIRMATIVE, 1 NEGATIVE, 2 ABSENT. ROLL
CALL: AFFIRMATIVE = CHANNICK, CLEVES ANDERSON, DAVIES, GORDON, JONES,
MCDADE, MUDD, NELSON, ROTH, SORENSEN, SPARROW, WILSON; NEGATIVE =
KWIATKOWSKI; ABSENT = BERSIN, MILLIKEN.

7. Adds a new Section 39.2 (City Auditor) to establish a City Auditor who shall
be appointed by the City Manager in consultation with the Audit Committee
and confirmed by the City Council, The City Auditor shall be a Certified Public
Accountant or Certified Independent Auditor. The City Auditor shall serve for a
term of ten (10) years and report to the Audit Committee, The Audit
Committee with a four-fifths vote may terminate the City Auditor for cause
with a right to appeal to the City Council who can override the Audit
Committee’s action with a two-thirds vote. Amends Section 111 (Audit of
Accounts of Officers) to transfer auditing responsibilities of City Auditor and
Comptroller to City Auditor and Audit Committee.

Yet another major remedy offered by the Kroll Report was the creation of an
independent auditor, serving in a ten-year term with removal by the Audit
Committee for cause or by a supermajority of the City Council. The recommendation
follows the Kroll model in most respects. Kroll called the officer the Independent
Auditor General, but the Committee found in its research that both Auditor General
and Internal Auditor are terms of art, and must be used carefully. The Committee
preferred the title City Auditor, with the basic guarantees of independence that the
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Kroli Report favored. One small change is that rather than allowing a two-thirds
majority of the Council to remove the City Auditor, the Committee favored clarity in
reporting relationships. The Audit Committee may remove the officer for cause by a
four-fifths vote, but the Council may override the Audit Committee by a two-thirds
vote. The Council can prevent the City Auditor from being wrongly terminated, but
may not terminate that officer on its own without cause, as the Kroll model would
allow. Some proponents favored the recommendation because they contended that
the appointment process, long term and for-cause standard for dismissal would
ensure the independence of the City Auditor. Scme opposed the recommendation
because they thought that the only way to grant the City Auditor compiete
independence would be to either make the office elective or deny the Mayor any role
in appointing someone to it. From their perspective, the City Auditor reports to the
Audit Committee, and therefore the Audit Committee should have a more significant
role in selecting this officer. Others opposed the recommendation because they felt
the Council should be authorized to terminate the City Auditor.

Both those members of the Committee that favored the recommendation and those
that opposed it thought that the City should have a City Auditor. Both groups
wanted this officer to possess authority to perform the kind of thorough, state-of-
the-art audits that are proposed for codification elsewhere In this report. Both saw a
proper application of the principles of auditing as an improvement that would prevent
the City from repeating the financial mistakes of the past. The only disagreement
was over what method would best achieve auditor independence. Those who
favored either election or an appointment process devoid of participation by
manhagement believed that these two selection methods would ensure that the City
Auditor would be independent in both fact and appearance. Those who favored the
Committee recommendation held that appointment would assure the competence of
the auditor and that therefore the recommendation above would secure both the
independence and the expertise that San Diego needs in its City Audltor

VOTE: SEPTEMBER 21, 2007; 7 AFFIRMATIVE, 6 NEGATIVE, 2 ABSENT. ROLL CALL:
AFFIRMATIVE = CHANNICK, DAVIES, JONES, MCDADE, MUDD, NELSON, ROTH,;
NEGATIVE = CLEVES ANDERSON, GORDON, KWIATKOWSKI, SORENSEN, SPARROW,
WILSON; ABSENT = BERSIN, MILLIKEN.

8. Amends Section 69 (Fiscal Year and Manager’s Estimate) to require that the
Manager propose and the Council adopt a balanced budget annually. The
term “balanced budget” will mean sufficient funds are available to cover
projected expenditures. The Manager shall monitor and report on the budget
throughout the fiscal year and if he or she determines there will no longer be
sufficient funding from all available sources to cover projected expenditures
and encumbrances, the Manager shall propose revisions to keep the budget
balanced. Within 60 days of the Manager's submission of these revisions, the
Council shall adopt them or offer alternative ones to ensure a balanced
budget. The Manager and Council shall take the necessary steps to ensure a
balanced budget by the end of each fiscal year. The City shall post copies of
the budget on appropriate electronic media, such as the internet, to aliow the
public full access te the document.,

* For a fuller discussion of the position of those Committee members who opposed this
recommendation, please see the Minority Report, which is included in the attachments.
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There are many Charter sections that address the issue of balancing the budget, but
none that establishes an explicit policy and provides a clear mechanism to enforce it.
This may be yet another reason for the City's recent financial woes. The proposed
Charter language will remove the ambiguity on this score from the present Charter,
which even inaccurately refers to balanced budget mechanisms that are absent. For
example, Proposition F's Section 290(b)(2)(B) mentions “the balanced budget
requirements set forth in section 71", but there is no reference to a balanced budget
in that section. The Charter sections that do refer to a balanced budget do so
weakly, incorrectly or only by implication: 39, 68, €9, 70, 74, 75, 80, 92, 99 and
290(b)(2)(B). The requirement for a balanced budget needs to be express rather
than implicit, and enforced rather than treated as a mere guideline.

There was no opposition to the recommendation by any member of the Committee,
The only concern raised was that there was insufficient time to deliberate on the
matter during the very full schedule at the September 27 meeting. But the
Committee recognized that the Subcommittee had invested a significant amount of
time investigating the balanced budget issue, and approved the precisely drafted
language of its recommendation. Staff conducted a survey of cities, including
interviews of the budget officers of major cities and a review of the public
administration literature. This research indicated that these requirements are both
theoretically sound and practicable, so long as they take account of the financial
realities. The key is to require fiscal responsibility, but not to hamstring public
officials in their work. One must distinguish cyclical versus structura! issues involved
in budgeting, to allow budget officers sufficient flexibility to manage the City's
budget., With that in mind, the Subcommittee worked closely with the Independent
Budget Analyst and the Chief Financia! Officer to craft Charter language that would
satisfy both objectives. The Committee approved the Subcommittee’s diligent work,

to which no one raised any objection, and approved the balanced budget
recommendation.

VOTE: SEPTEMBER 27, 2007; 14 AFFIRMATIVE, 0 NEGATIVE, 1 ABSENT, VOICE
- VOTE: AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON

JONES, KWIATKOWSKI, MCDADE MILLIKEN, MUDD, NELSON, ROTH, SORENSEN,
-SPARROW ABSENT = WILSON,

!

DUTIES OF ELECTED OFFICIALS

9. Amend section 117 (Unclassified and Classified Services) to clarify that Police
officers, fire fighters and lifeguards who participate in the Safety Retirement
System are exempt from Managed Competition,

In 2006, the voters ratified Proposition C, which authorized the City to use Managed
Competition to increase the efficiency of its service provision. The initiative was not
suppased to have subjected the services provided by the City‘s public safety workers
to outsourcing. However, it appears that the language of the Charter amendment as
it came before the voters did not take account of the language of the Charter
sections establishing the Police and Fire Departments (sections 57 and 58).
Consequently, the voters inadvertently authorized Managed Competition for these
departments. The Mayor and Council have acted by resolution to clarify the intent of
Propasition C, yet the offending language remains in the Charter.

The proponents of the above recommendation wanted to assure that the voters’
intent was secured. Some worried that unless corrective language is carefully
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crafted, the City’s existing partnership with Rural/Metro in the San Diego Medical
Services Enterprise L.L.C. would be negatively affected. Others raised concerns as to
whether the City might accidentally prevent itself from providing services to areas
outside the City through “Lakewood Plan” contracts. The above recommendation
addresses these concerns by specifying that those who participate in the Safety
Retirement System will not have their employment privatized. The Committee
consensus on the need for this Charter amendment is evidenced by its unanimity in
making the recommendation,

VOTE: SEPTEMBER 6, 2007; 14 AFFIRMATIVE, 0 NEGATIVE, 1 ABSENT. VOICE
VOTE: AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON,
JONES, KWIATKOWSKI, MCDADE, MUDD, NELSON, ROTH, SORENSEN, SPARROW,
WILSON; ABSENT = MILLIKEN.

10. Amend Section 40 (City Attorney) to create professional qualifications for this
Office, define the civil client as the municipal corporation of the City of San
Diego, clarify authority over the control and settiement of litigation, and
establish a process allowing a City entity to retain outside legal counse! {at
the entity’s own expense) when the City Attorney’s Office may not provide
legal advice due to an ethical or financial conflict of interest.

One of the most serious probiems with the Charter is the ambiguity of Section 40.
The City has witnessed constant conflict over defining the duties of the City
Attorney’s Office. Is the City Attorney supposed to act as a policymaker or to serve
as the City’s attorney? There has been disagreement over whether this officer acts
.as attorney for the City as the municipal corporation, or for the City as the general
public. The California State Bar’s Rules of Professional Conduct provide clear rules
for how an attorney is supposed to work when he ar she represents an organization,
and how to address such matters as Attorney-Client privilege and conflict of interest.
The problem with the claim that the City Attorney is to represent the general public
is that the people do not speak with one voice. How does one know what the pubiic
wants in any given situation? Consequently, an attorney who sees him or herself in
this manner acts as both the attorney and the client. How would one know what the
public wants, outside of one’s own subjective understanding? The responsibility of
the attorney to conform his or her actions with the client’s right to make decisions is

a bedrock principle of our legal system, and protects both the attorney and the
client.

Proponents of the recommendation thought the Charter should be clear that the civil
client is the municipal corporation, and should establish a process to designate which
officers are to make client decisions in the control and settlement of litigation. Those
in favor also thought the Charter should establish professional qualifications for
election to the City Attorney’s Office, and create a process to resolve whether outside
legal counsel should be retained in the event that the City Attorney cannot represent
a City entity due to a conflict of interest. Those who opposed this recommendation
did so on the grounds that the City Attorney must be authorized to represent the
people, or that the officer must be maintained in the watchdog role to protect the
City’'s interests. Others who expressed some approval of the concept or the intent of
the recommendation stated that this matter was better left to an appointed or an
elected Charter commission,

The majority of the Committee noted that the recommendation does allow the City
Attorney to litigate on behalf of the people both for criminal matters, as well as civil
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matters where the Mayor or Council have given their approval. This language is only
controversial in that the present Charter language is so vague it allows action that
might well violate the Rules of Professional Conduct. This Charter language requires
the City Attorney to follow those rules. The Charter language recommended would
preserve intact the City Attorney’s ability to use an injunction or writ of mandamus
to restrain or compel actions of City officials, and thus the officer's oversight role is
protected. The Subcommittee spent a great deal of time on the issue, and a number
of the other Committee members who were not on this Subcommittee are already
well versed in the rules of conduct governing all attorneys. Finally, City Attorneys
are not guaranteed representation on appointed or elected Charter commissions:
only the governing body or the voters can create a Charter commission. Ultimately,
the Committee’s majority felt that this issue was one of the most important
addressed by the Committee, and that to fail to recommend an improvement to
remove this dangerous ambiguity from the Charter wouid be a derefiction of duty.’

VOTE: SEPTEMBER 27, 2007; 9 AFFIRMATIVE, 5 NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, DAVIES, JONES, MCDADE, MILLIKEN, MUDD,
NELSON, ROTH; NEGATIVE = CLEVES ANDERSON, GORDON, KWIATKOWSKI,
SORENSEN, SPARROW; ABSENT = WILSON.

11.  Repeal Section 24.1 (Mayor’s Salary) and amend Section 12.1 {Councilmanic
Salaries), Section 40 (City Attorney) and Section 41.1 (Salary Setting
Commission) to alter the salary setting process for ail elected officials.
Henceforth, the Salary Setting Commission shall include individuais with

" particular expertise, authorized to examine all appropriate factors and
establish the salaries of the Mayor, City Attorhey and Council. The Council
must adopt the Salary Setting Commission’s recommendations for salaries,
and the Mayor may not veto them. The pubiic will retain its referenda
authority over the ordinance enacting these salaries.

The City's Salary Setting Commission (SSC) has done a good job in recommending
appropriate salaries for the Mayor and Council members. The only problem with the
current process is that it requires the Mayor and Council to vote upon their salaries.
This has placed elected officers in a difficult position, where they always appear to be
acting from narrow self-interest. Consequently, they do not act to raise their
salaries, even when an objective body has indicated the need to do so. As a result,
these salaries are now set at such a level that unless they are able to support
themseives from independent means (such as retirement pensions or their own
investments), good potential candidates might hesitate to seek City office. This does
more than injure the short-run financial standing of the individuals elected to City
government. It threatens the City’s long-run interests, because San Diego’s ability
to continue attracting quaiity candidates to elective offices may depend upon
establishing salaries that would allow these candidates to live in the City.

" The full Committee recommended this change because it wouid retain the best
features of the present process, maintaining the right of voters to use the
referendum if they think City officers’ salaries should not be increased. Yet the
recommended language would remove the politics from the process, allowing an
independent body to decide upon their compensation. The recommendation would
also include establishing compensation for the City Attorney within the SSC's

® For a fuller discussion of the position of those Committee members who opposed this
recommendation, please see the Minority Report, which is included in the attachments.
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purview. The Subcommittee debated a great deal on whether to recommend that
the SSC examine any particular indices. The Subcommittee and Committee decided
in the end that since the City was delegating this decision to a non-legisiative body,
it would be appropriate to offer guidance. The SSC presently considers the very
indices included in the Charter amendment proposal in making its recommendations
for Mayor and Council salaries.

The majority of Committee members favored this recommendation, but there was no
clear consensus. Those members who opposed it did indicate they were not doing so
because they thought the City’s elected officials were over-compensated. Their main
objection was that the Council shouid be making this recommendation, because its
members are already aware of the need for this Charter amendment. The other
objection raised was that this matter was beyond the scope of the tasks assigned to
the Committee. The full Committee voted to recommend the Charter ¢hange,
despite these issues, ‘

VOTE: SEPTEMBER 6, 2007; 8 AFFIRMATIVE, 6 NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, JONES, MCDADE, MUDD, NELSON, ROTH,
SORENSEN; NEGATIVE = CLEVES ANDERSON, DAVIES, GORDON, KWIATKOWSKI,
SPARROW, WILSON; ABSENT = MILLIKEN.*

*On October 4, 2007, the Committee revisited this issue in deliberating on the priority to be
accorded its several recommendations, The draft report had placed this salary setting
recommendation among the list of items to be dealt with on a later ballot. The Committee
decided this matter was one of greater urgency, and thus voted unanimously to recommend
that the salary setting amendment be piaced on the baliot in 2008. The Committee approved
the recommendation by a roll cail vote; the margin was 14 affirmative, 0 negative, 1 absent.
The absence was that of Committee member Lei-Chala Wilson.
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II. PROPOSED CHARTER CHANGES FOR A LATER BALLOT

The Committee also identified a number of other Charter changes that were needed,
However, unlike the amendments the Committee has recommended for the 2008
ballot, these items could be handled at a later time. They are not needed as
urgently as the 11 Charter amendments recommended above. Two of the
Subcommittees forwarded to the Committee some of the Charter changes that are
recommended for a later baliot. The Interim Strong Mayor Subcommittee proposed
the Redevelopment Agency amendment, and the Subcommittee on Duties of Elected
Officials forwarded the amendments regarding appointments of City representatives
to outside organizations, and the appointment and removal of the Personnel
Director. The full Committee approved all of these amendments except one by
majority vote. The Committee divided evenly on whether to approve the Charter -
amendment regarding the Personne! Director. Refer to Appendix II for the exact
language of all of the proposed Charter changes, as each was ratified by the
Committee.

12. Amend Section 265 (The Mayor) to aliow the Mayor to submit nominees for
consideration when controliing taw vests the power to appoint City
representatives to boards, commissions, committees and governmental
agencies in the City Council or a City Official other than the Mayor.

One of the consequences of the passage of Proposition F was the removal from the
Mayor of any role in appointing the City’s representatives to outside organizations.
For example, state law grants the City Councii power to select the City's
representatives to the San Diego Unified Port District. When the Mayor was a
.member of the Council, he or she might participate in such important decisions. The
Subcommittee initially favored adoption of language establishing an.appointment
process that granted the Mayor sole authority to nominate individuals for these kinds
of agencies, with the Council appointing them to office, This would have been used
for appointing City representatives to all bodies for which state or federal law gives
appointing authority to someone other than the Mayor. This change would ensure
that San Diego follows the federal model of executive nomination and legislative
confirmation more faithfully. However, the representatives of the City Attorney’s
Office counseled that it is unclear whether state law would permit the City to create
such a nominations process.

Even though there is no case law directly on point, the Subcommittee did not want to
recommend Charter language that might not withstand a court challenge. Therefore
the Subcommittee forwarded and the full Committee unanimously recommended the
above Charter change. This recommendation resembles the process that the Council
used under Counci! Policy 13, and that the Mayor and Council recently employed in
selecting Clty representatives to outside organizations in cases where it is presently
unclear who holds appointing authority (e.g., SANDAG bodies). This change would
still provide much needed improvement in that it would clarify some of the
appointments that are presently ambiguous, and altow the Mayor to participate in
the appointment process for these important agencies. To deny the only policy-
maker who Is elected by the whole City any role in the appointment of
representatives to agencies as significant as the Port District was clearly not the
voters’ intent in ratifying Proposition F. This change would help to restore the
public’s intent in voting for the Strong Mayor system and its federal model of
separation of powers,
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VOTE: SEPTEMBER 6, 2007; 14 AFFIRMATIVE, 0 NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON,

JONES, KWIATKOWSKI, MCDADE, MUDD, NELSON, ROTH, SORENSEN, SPARROW,
WILSON; ABSENT = MILLIKEN.

13. Amends Section 265 (The Mayor) to authorize the Mayor to act as the Chief
Executive Officer of any organization established by federal or state law for
which the City Council acts as the governing or legislative body. In this
capacity, the Mayor will supervise the administrative affairs of these
organizations, and hold the same administrative and procedural power and
authority that the Mayor has in conducting City affairs, including the power of
veto. This would institutionalize the Mayor’'s present position as Executive
Director of the Redavelopment Agency,

When San Diego voters ratified Proposition F, they removed the Mayor from the
City’s redevelopment process. Since the Mayor was only allowed to preside over the
City Council in closed session meetings, and could not vote with that body, the Mayor
could not act as part of the Redevelopment Agency (RA). However, Proposition F
placed most City staff in the executive branch of City government, and thus under
the Mayor as CED. The executive branch includes individuals working on
redevelopment projects, although not directly for the RA. The RA contracts with the
City of San Diego, as well as the Centre City Development Corporation (CCDC) and
the Southeastern Development Corporation (SEDC). Therefore, some of those
working under contract with the RA are under control of the CEQ-Mayor, so long as
the RA continues to contract with the City by resolution (not ordinance).

During the Proposition F transition, the City Council wrestled with the prospect that
the RA’s Executive Director and its City staff would report to the Mayor rather than to
the City Council acting as RA.> The solution they adopted was to designate the
Mayor as the RA's Executive Director. This was permitted because the RA's bylaws
allowed the designation of someone other than the City Manager as Executive
Director. Naming the Mayor to this position prevented creation of an ambiguous,
dual reporting situation for both the City Manager and any City staff loaned out,
contracted or partly employed by the RA. For that reason, the majority of the
‘Committee believed the Charter should require that the Council’s solution to the
problem be used. The Charter should be changed to institutionalize it.

Those Committee members who opposed this recommendation pointed out that it
would affect more than just redevelopment, It would also impact the Housing
Authority and any future organizations created by state or federal law. The Director
of the Housing Autharity appeared before the Subcommittee to oppose this
recommendation. Opponents argued that this is a matter of great complexity
because of the disparity between legal opinions on whether the City can take this
action without crossing the line between municipal affairs and matters of statewide
concern. They contended that when the Council acts as RA, it is a state agency. The
Comrnittee favored the recommendation, bhut decided specifically to place it among
the recommendations for a later baliot. This would allow time to address any
questions as to whether this is permissible under California law. In principle, the
Committee indicated that the Mayor is the only policymaker elected by the whole

5 See the August 2, 2005 Chairperson’s Report to the City Council Strong Mayor-Strong
Council Transition Committee on the Legal Effect of Proposition F on the City of San Diego
Redevelopment Agency for a discussion of the Council’s engagement with this issue.



006039

25

City and should not be left out of the redevelopment process. State law clearly
provides that cities with a Mayor-Councll form of government can create a
redevelopment agency through Mayoral appointment and Council confirmation. San
Diego went the other state law-prescribed route in making the Council the RA
because when the City created lts RA, the Mayor was a member of the Council.

VOTE: SEPTEMBER 27, 2007; 10 AFFIRMATIVE, 4 NEGATIVE, 1 ABSENT., ROLL
CALL: AFFIRMATIVE = BERSIN, CHANNICK, DAVIES, JONES, KWIATKOWSKI,
MCDADE, MILLIKEN, MUDD, NELSON, ROTH; NEGATIVE = CLEVES ANDERSON,
GORDON, SORENSEN, SPARROW; ABSENT = WILSON.

14.  Amend Section 265 (The Mayor) to allow the Mayor to appoint the Personne!
Director, subject to Council confirmation, and to dismiss the Personnel
Director without recourse.

The Subcommittee’s members wondered why the City used its present method in
selecting its Personnel Director, because this model is at such variance with the way
that private organizations select this officer. Therefore, staff conducted extensive
research into the issue of how other cities appoint their Personnel Director. The
research indicated that Mayoral appointment of this officer is a time-tested concept,
andg is fairly common among Strong Mayor cities. The proponents of the
recornmendation pointed out that the Personnel Director is an anomaly In that it is
the only officer appointed by a City commission (Civil Service). The City facks an
elegant governmental system because of all of the ad hoc deviations that its Charter
creates in variance from a clear governance system. Opponents contended that the
Personnel Director in a city is not directly analogous to a private corporation, and
that this is a matter of civii service. They further posited that the Personnel
Director’s role is to maintain the Charter-established function of ensuring City
workers have an unbiased and impartial person with whom they can discuss working
conditions and issues; If the Personnel Director serves at the pleasure of the Mavyor,
his or her impartiality would not be assured.

The proponents of the recommendation pointed out that although the Personnel
Director works as the Secretary of the Civil Service Commission, that Commission
recommends to the City Council the rules for Civil Service, It is the Commission that
monitors the civil service system, with assistance from the Personnel Director.

Those who advocated the recommendation above believed that the proposed
language would clarify that the executive branch of the City is under the control of
the Mayor as the Chief Executive Officer, rather than diffusing responsibility and
accountability, as the Charter does at present. Those who objected to the
recommendation argued that the system has worked satisfactorily for the past three
decades, and that this action would be tantamount to “if it ain't broke, break it.” The
lack of a consensus upon the Committee is indicated by the seven-seven split that its -
vote on the matter produced.

VOTE: SEPTEMBER 26, 2007; 7 AFFIRMATIVE, 7 NEGATIVE, 1 ABSENT. ROLL CALL:
AFFIRMATIVE = BERSIN, CHANNICK, DAVIES, JONES, MUDD, NELSON, ROTH;
NEGATIVE = CLEVES ANDERSON, GORDON, KWIATKOWSKI, MCDADE, SORENSEN,
SPARROW, WILSON; ABSENT = MILLIKEN.
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111, ITEMS UPON WHICH THE COMMITTEE RECOMMENDS THAT NO
CHANGE BE MADE AT PRESENT

15, Recommends maintenance of the status quo in regard to the Board of

Administration of the San Diego City Employees Retirement System. The
recent Charter changes seem to be working well, despite recommendations

by the Kroll Report for a board with a different number of members and
different affiliations.

The failure to adequately fund SDCERS was one of the most important items
investigated by the Kroll Report. Indeed, this item alone has created the greatest
jeopardy for the City’s financial future. In 2004, the City began to address this issue
when the voters ratified Propositions G and H. The Subcommittee examined the
results of these two Charter amendments, and found that great improvement had
already been made. Therefore, the Subcommittee has forwarded to the full
Committee a recommendation to retain the status quo in terms of the compaosition of
the SDCERS Board of Administration. The reforms seem to be working at this point,
and thus perhaps it would not be appropriate to attempt to alter the board’s
composition in the way recommended by the Krolt Report.

VOTE: SEPTEMBER 27, 2007; 14 AFFIRMATIVE, 0 NEGATIVE, 1 ABSENT. VOICE
VOTE: AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON,

JONES, KWIATKOWSKI, MCDADE, MILLIKEN, MUDD, NELSON, ROTH, SORENSEN,
SPARROW,; ABSENT = WILSON.
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V. SUMMARY OF MUNICIPAL CODE PROPOSALS

16.  The Subcommittee on Financial Reform offered draft language to provide an
idea of its “legisiative intent” for the actions of the Audit Committee. If the
voters pass the Audit Committee Charter Amendment, then the Charter

Review Committee has recommended language to codify the operations of the
Audit Committee.

The Subcommittee had originally recommended this language be placed in the
Charter because its members thought that it was important to ensure that the Audit
Committee worked well to protect the City. However, the full Committee persuaded
the Subcommitiee that it was preferable to establish the Audit Committee through 2
Charter amendment, and then allow the Mayor and Council to provide for its
operations through the Municipal Code. The Charter amendment empowers the
Audit Committee to act in the ways that the Subcommittee intended it should. The
Subcommittee would not presume to draft the Municipal Code for the Mayor and
Council, However, the Subcommittee has submitted potential draft language to
indicate its “iegislative intent” in recommending the change to the Audit Committee.
During its deliberations on its final report, the full Committee unanimousiy approved

inclusion of the Municipal Code language that the Subcommittee had proposed
regarding the Audit Committee.

VOTE: OCTOBER 4, 2007; 12 AFFIRMATIVE, 3 ABSENT. VOICE VOTE:
AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON,

KWIATKOWSKI, MILLIKEN, MUDD, NELSON, ROTH, SORENSEN, SPARROW; ABSENT
= JONES, MCDADE, WILSON.

17.  The Subcommittee on Financial Reform has offered draft language to provide
an idea of its “legislative intent” regarding the types of auditing that the City
Auditor should include in the Audit Plan. These include management audits,
performance audits, and audits of the economy and efficiency of City
operations. If the voters pass the City Auditor Charter Amendment
recommended above, then the Committee has recommended language to
codify the operations of the City Auditor.

The Subcommittee has proposed language for the Municipa! Code to show its
members’ ideas about the types of auditing that the City Auditor should include in
the Audit Plan. Once again, the Subcommittee had initialiy thought these details
were so important that members placed them right in their proposal for Charter .=
change. However, the Subcommittee recognized later that the Charter shouid not be
an operations manual, but a statement of the principles of governance.
Consequently, the Subcommittee offered the language to demonstrate its “legislative
intent,” which might appropriately be placed in the Municipal Code. The proposed
language represents the latest advancements in auditing, and would authorize many
different audits designed to assess the City’s service delivery. If the voters pass the
City Auditor Charter Amendment recommended by this Committee, then the
Committee would bring this language to the attention of the Mayor and Councit when
the Charter amendment is codified. The full Committee cast a unanimous vote to
include this recommended language in its report.

VOTE: OCTOBER 4, 2007; 12 AFFIRMATIVE, 3 ABSENT. VOICE VOTE:
AFFIRMATIVE = BERSIN, CHANNICK, CLEVES ANDERSON, DAVIES, GORDON,
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KWIATKOWSKI, MILLIKEN, MUDD, NELSON, ROTH, SORENSEN SPARROW; ABSENT
= JONES, MCDADE, WILSON.
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V. SUMMARY OF ITEMS RESEARCHED, BUT NEEDING FURTHER STUDY BY A FUTURE
CHARTER COMMITTEE OR COMMISSION

18. Appointment of City Attorney

The Subcommittee on Duties of Elected Officials considered the issue of whether San
Diego’s City Attorney should be elected or appointed. This issue has come up for
consideration by every Charter commission the City has formed since its decision to
elect the City Attorney under the provisions of the 1931 Charter, This is an issue
worthy of study, given that most major cities in the United States appoint their
Corporation Counsel. Even though both Los Angeles and San Diego elect their City
Attorneys, this is not common practice even in California. Only 11 of the state’s 468
cities elect a person to act as City Attorney. Some members of the Subcommittee
favored a change in the method for selecting the City Attorney, while others
preferred retention of the status quo. In the final analysis, the Subcommittee felt -
that this was a matter better left to study by a future charter
committee/commission,

19. Automatic Charter Review

The Subcommittee on Interim Strong Mayor debated the issue of whether to
recommend that the Charter should be amended to regquire an automatic review of
the City Charter on a periodic basis; A number of cities around the country {e.g.,
Portland, Oregon and others) have decided to establish an automatic charter review
process, under which a committee or commission is forred at regular intervals to
examine the city’s organic document. This process creates a mechanism for
handling mundane matters, such as the removal of obsolete details from the charter,
or dealing with major issues that may arise in a city. Of course, nothing can be done
by a charter review committee/commission without voter approval. The
Subcommittee decided that more study should be done, into such issues as whether
the committee/commission would have to be appointed by the Council or be elected.
In view of the number of decisions that would need to be made as to the details, the

Subcommittee opted to place this matter with others for which further study is
recommended.

20,  Budgetary Authority
The City Charter is at present unclear on the matter of mid-year course corrections

to the budget. Many city charters establish a clear process for the handling of intra-
and inter-departmental transfers. The City has had to deal with the ambiguity of the

~ Charter on an ad hoc basis, making adjustments in whatever way can secure

compromise between the parties involved in budget implementation. The
Subcommittee on Duties of Elected Officlals was interested in this area, and
conducted research regarding this matter, but thought that it would ultimately lack
the time necessary to give this subject a full hearing. The Subcommittee
recommended that this matter be submitted to the full Committee for inclusion in the
list of items needing further study by another charter committee/commission.

21. City Investment Policies

The Subcommittee on Financial Reform performed analysis on & number of items,
and even noted that such cities as New York City and San Francisco have established
reserve requirements in their charters. By establishing a “rainy day fund”, some
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cities have worked to ensure that their municipal finances are much more secure
against the vicissitudes of the marketplace. After finding that the City Charter
makes some provision for reserves, the Subcommittee examined the broader issue
of whether the City’s investment policies need modification or adjustment, For
example, the Subcommittee members have heard complaints that maintenance
districts do not receive the funding they have been promised when the City's
investrent poo! underperforms expectations. The City might need to examine its
asset management in order {0 see whether it is possible o achieve a higher return
on investment for some of these funds. The Subcommittee thought that this kind of
innovation might well serve San Diego in the future. However, the decision as to
what Charter changes might be needed to implement the policy was one that the
Subcommittee and full Committee would need a great deal more time tc address.
Consequently, the Subcommittee voted to ask the full Committee to include this item
among those for which further study would be necessary and proper.

22, Filling Vacancies

The Subcommittee on Duties of Elected Officials locked into the matter of filling
vacancies in City offices. Recent events in San Diego created a situation where the
City was compelled to hold elections during the public’'s observance of holidays, and
certain City officials were unable to continue acting in their official capacities so that
a successor could be selected. The City Council requested that the San Diego
Charter Review Committee examine the portions of the Charter that deajt with the
filiing of vacancies in the positions of Mayor and Council member. The
Subcommittee examined the pertinent sections, perused the charters of other cities
for better processes, but thought that this would require further study.
Representatives of the City Attorney’s office argued that this was best handled by
adjustments to the Municipal Code, and stated that this was a case where the dictum
of “if it aint broke, don‘t fix it” should be applied. Since the Subcommittee did not
think sufficient time was available to decide whether this part of the Charter is
broken, much less how to fix it, its members concluded that it was better left to a
future charter review committee/commission.

23. Independent Budget Analyst's Status

The Subcommittee on Interim Strong Mayor did recommend changes to the IBA's
office to clarify that it should provide policy analysis, but also examined the IBA's
scope and duties in a broader sense. During the Subcommittee’s work, a question
arose as to what would happen if the Proposition F trial were permitted to expire. Of
course, since the IBA's Office is included in Article XV, then the Charter status of that
office would also cease to exist at the sunset of the trial period. The members of the
Subcommittee were very impressed by the IBA’s work In conjunction with the
Committee, as well as in the City in general. The Subcommittee heard some
testimony that the IBA’s Office should exist regardiess of whether the City were to go
back to Council-Manager government. There was also testimony to the effect that if
the Councii-Manager form returned to effect, then there would be no need for an
IBA. Under the Council-Manager form of governance, the City Manager is supposed
to provide the Council with budgetary and poiicy analysis. The Subcommittee feit
that this area was important, but one that its members would not have time to fully
discuss. Therefore, this issue was placed in the “further study needed” category.
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24.  Integration of Strong Mayor Concept into City Charter

The Subcommittee on Interim Strong Mayor thought that appending Article XV at the
end of the Charter was problematic because it amends sections throughout the
document. If a future charter committee were to perform a thoroughgoing analysis
of the City’s basic law, then it might be preferable if the various components of the
Strong Mayor form of government were moved to the relevant portions of the
Charter. If the {anguage regarding Mayor, Council, the executive branch, the budget
and other matters occupied the place in the Charter they ought, perhaps the
document would not be so confusing. Under California law, the Charter acts to
protect the public from actions by their City officials that would otherwise be
permissibie. To the degree that a Charter is clear, the public is protected, and the
rules allow the public to hold their elected and appointed officials accountable for
their actions. If a Charter is not crystal-clear, the public is not protected and the
lines of responsibility allow blame-shifting behavior. It is no coincidence that Orange
County, whose 1994 bankruptcy set a national record, was the only populous
California county without a charter. The actions of Orange County’s officials occurred
under the general-law structure that counties without &8 home rule charter employ.
The Subcommittee realized that it would be better if the intent of Article XV were
integrated into the Charter, but that this is a matter that requires further study by a
future committee or commission.

25. 1ntergovernfnenta\ Relations

The Subcommittee on Interim Strong Mayor conducted research into the issue of
whether the Charter should spell out a process for handiing intergovernmental =~
relations. The Subcommittee found in its research that intergovernmental relations
has been something of a political hot potato, passed between different officials and
agencies. Some city charters regard intergovernmental relations as the City’s
“foreign policy” and accordingly specify a mechanism for establishing the City’s
official policy. Who should advocate for the City when it is affected by the decisions
of other levels of government, and the branches thereof? Who should decide
whether the City files an amicus brief in an important case? The present Charter
~does not answer these questions definitively. The Subcommittee thought that this
area was sighificant, but that it would need more study than the Committee couid at

present accord., Therefore, it requests that a future committee or commission study
it more fully.

26. Mayor's Role in Closed Session

One of the by-products of the transformation wrought by Proposition F was the
process through which the City handles closed session meetings. Article XV provides
that when the Mayor attends these meetings, the Mayor acts as presiding officer, but
exercises no vote. When the Mayor was removed from the Council, this created an
anomalous situation for handling the kinds of things that are done in closed session.
There are closed session matters at which the City would want the Mayor to be
present, such as when handling important litigation or establishing strategy for
negotiations with companies. The authors of Proposition F wanted the Mayor to be a
part of these closed session meetings, but did not want to cloud the executive-
legislative separation by having the Mayor exercise a vote. Given the importance of
the issues that arise in closed session meetings, the Subcommittee thought that this
subject was worthy of study, but believed that a body with more time to do so could
better assess the need for improvements in this area. '
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27. Possibility of Opting into CalPERS

The Subcommittee on Financiai Reform wanted to provide a full review of the
remediations suggested in the Kroll Report, Of course, that report painted a picture
of the City's pension funding schemes that was disturbing, to say the least, What if
the City were to remove the proverbial cookie jar from reach by opting into the
CalPERS retirement system? CalPERS is the largest public pension system in the
world, CalPERS was so well managed that even during the 2001 downturn that
accompanied skepticism with the real value behind “new economy” stocks, its assets
were intact. The SDCERS portfolio appears upon first inspection not to have
performed as well. The Subcommittee heard testimony from the asset managers
and legal counsel at SDCERS, from the public employee unions who rely upon its
solvency for their present and future retirements, and did its own research as well.
The staff examined the public pension systems for the (argest cities in the state and
nation, and provided comparative (although dated) data upon these systems. The
Subcommittee found insufficient evidence to determine whether there is an
immediate need for change in this area, and felt that a full investigation of this
matter should be made by a future committee or commission. The Subcommittee
also recognized that the Charter presently provides a process under which the City

could make such a move if desired, and felt comfortable w:th this decesron to defar to
others, -

28, Timing of Budget Process

The Subcommittee on Interim Strong Mayor included the timing of the budget
process in its initial workplan. It seemed that some of the hard deadlines that the
Charter establishes for the budget are very difficult to meet. The Charter specifies
clear dates, such as February 15 (for the Salary Setting Commission to submit its
recommendations for Council salaries to the Council), or April 1 (for certain
departments to transmit their annual budget estimates to the Manager), or June 15
(the date by which the Council must hoid two public budget hearings). Whether
these deadlines are entirely practicable was an issue that the Subcommittee
originally intended to address. Yet it would have taken the Subcommittee and the
full Committee a good deal of time to understand the number of individual deadlines,
and the interaction between them, much less to recommend any improvements in
this area. The Subcommittee decided that this deserves more time than the
Committee has, and that a future charter rewew commtttee/commtssnon may find
this issue worthy of consideration,
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APPENDIX ONE
LIST OF INDIVIDUALS WHO ADDRESSED THE COMMITTEE
DURING PUBLIC COMMENT PERIODS

This list includes the speakers who addressed the Committee In its meetings and
those of its Subcommittees, as well as Public Forums heid in each Council District,
Because many of these individuals spoke at multiple events, and gave the
Committee input on many separate ltems, it was not feasible to include all of that
information here. However, the comments of these speakers, and the dates on
which they spoke, appear in the Committee and Subcommittee Minutes, and the
webcasts of the Committee and Public Forum, all of which are availabie on the -
Committee's website.

The members of the public are listed in aiphabetical rather than chronological order,
Although the Committee is aware that some of the individuals listed below have
affiliations, such as with good government groups, their affiliation is only listed if
they specifically indicated it in their speakers’ cards. Often, City residents who are
members of particular groups are very careful to distinguish their personal opinions
from those of the groups with whom they are affiliated. The Committee respected
these considerations, and thus only listed affiliations when the speaker indicated in
the speaker card that he or she was speaking as a representative of a group.

Scott Alevy, San Diego Regional Chamber of Commerce
Ernestine Bahn '

Andy.Berg, San Diego Regional Chamber of Commerce
Kathleen Blavatt

Donn Bleau .
Beverly 1. Boys -
Cory Briggs, League of Women Voters

Jeaanne Brown

Joyce Brown

Cole Cannon

Cathy O'Leary Carey

Cargl Changes

Dwayne Crenshaw -

Georgia Crowne

Norma Damashek

Carl DeMaio

Amy Denhart

Jess Durfee

Jill Elsher

Wayne English

Beryl Flom

Donna Frye

Edwina Goddard

Lorena Gonzaiez

Fatuma Guyo- _
Billie Hame, Balboa Ave, Citizens Advisory Committee
Phil Hart

John Hartley

Pete Hekman

Cathleen Higgins, Municipal Employees Association
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Gary G. Hill

Jewell D. Hooper

Bob Ilko

Latoya Jarrett, Common Cause
Michael Jenkins

Forney Johnson

Herb Johnson, San Diego Rescue Mission
Andrew Jones, Deputy City Attorney Association
Frank Jordan

Charles Kaminski

Maggie Kennedy

Deborah Knight

Calvin D. Langston

Richard Lawrence

Richard Ledford

Rev. Wiilie E. Maniey, Greater Life Baptist
Susan Medek

John McNab

Ryan Mims

Julie QOsborn

William S. Pennick

Dorene Dias Pesta

Scott Peters

Millie Pilot

Anthony Porello

Charies Pratt

Eddie Price

Juan A, Ramirez

Janet Richards

Jarvis Ross

Mel Shapiro

Mignon Sherer

Wilbur Smith

Jackie Statman

John W. Strump

Joy Sunyata

Judy Swink

Joyce Tavrow

Jack Tex

Ian Trowbridge

Jim Varnadore

Tommie Watson

Howard Wayne

Mary lean Word

Ann Zahner

T.J. Zane, The Lincoln Club of San Diego County
Camilie Zombro ‘



AnAnA9

35

LIST OF INDIVIDUALS INVITED TO SPEAK BEFORE THE
COMMITTEE AT MEETINGS OF THE COMMITTEE AND
SUBCOMMITTEE AND PUBLIC |=t:uwlms‘i

Name

Topic

Date

Michae! Aguirre, San Diego
City Attorney

Charter Section 40 and the
City Attorney; general
Charter issues.

July 27, 2007 Duties of
Elected Cfficials
Subcommittee meeting .

Bill Anderson, Director of
Planning, San Diego

Overview of the general
plan and community
updates and well as
project review.

May 18, 2007 Interim
Strong Mayor
Subcommittee meeting

Dan Bamberger, Deputy
City Attorney, San Diego

Charter Section 40 and the
City Attorney.

August 31, 2007 Dutieé of
Elected Officials
Subcominitiee meeting

Ruben Barrales, President
of the San Diego Regional
Chamber of Commerce

Strong Mavyor in the City of
San Diego.

April 27, 2007 Full
Committee meeting

Jaymie Bradford, Office of
the Mayor o

Redevelopment/Land Use .
and the Charter.

June 15, 2007 Interim
Strong Mayor
Subcommittee meeting

Lisa Briggs, Policy Advisor
to Mayor Sanders

City Labor Unions and the
Charter.,

Charter Sections 57 & 58.

May 11, 2007 Full
Committee meeting

June 15, 2007 Duties of
Elected Officials _
Subcommittee meeting

Erik W. Bruvold, President
of San Diego Institute for
Policy Research

Informational Report on
Budgetary Authority under
the San Diego Charter.

May 11, 2007 Full
Committee meeting

Jerry Butkiewicz, San
Diego-Imperial Counties
Labor Council, C.E.Q.

A Labor and Community
Response to the Charter
Reform.

June 22, 2007 Full
Committee meeting

Lisa Celaya, Office of the
Independent Budget
Analyst

Redevelopment/Land Use
and the Charter.

June 15, 2007 Interim
Strong Mayor
Subcommittee meeting

Shauna Clark, Los Angeles
Charter Review

| Commission Policy Analyst

What Makes a Good City
Charter?

June 22, 2007 Full
Committee meeting

Anna Danagger, Program
Manager, Business Office

Budgetary Authority and
the Charter.

May 18, 2007 Duties of
Elected Officials
Subcommittee meeting

Carl DeMaio, Performance
Institute, President

Separation of Powers and
Charter reform.

May 11, 2007 Full
Committee meeting

Brent Eidson, Office of the

| Mayor

Mutual aid pacts providing
Fire Dept, with additional
support in emergencies.

July 13, 2007 Duties of
Elected Officials
Subcommittee meeting

5 The Committee invited many more individuals, inciuding ali members of the City Council.
This list only includes the names of individuals who were able to attend some of the
Committee or Subcommittee meetings or public forums.
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Kevin Faulconer,
Counciimember District 2

Audit Committee.

June 22, 2007 Full
Committee meeting

Ronne Froman, Chief
Operating Officer, City Qf
San Diego

Presentation on the
necessity for Charter
review in San Diego.

Appointment and
supervision of Personnel
Director under Strong
Mayor.

May 11, 2007 Fuil
Commitiee meeting

June 15, 2007 Duties of
Elected Officiais
Subcommittee meeting

Donna Frye,

San Diego’s Audit August 23, 2007 Ful)
Councilmember District 6 Function: the need for Committee meeting
: City Auditor
Independence,

Les Girard, Former Deputy
City Attorney, S.D., and
attorney with McKenna
Long & Aldridge

Redevelopment law and
the City of San Diego.

Redevelopment/Land Use

1 and the Charter.

May 18, 2007 Interim
Strong Mayor
Subcommittee meeting

June 15, 2007 Interim
Strong Mayor
Subcommittee meeting

Jay Goldstone, CFO for the
City of San Diego

CFO and Acting COO for
San Diego

Recommendations
contained in the Kroll
Report.

Personnel Director in
Comparative Perspective.

May 18, 2007 Financial
Reform Subcommittee
meeting

July 13, 2007 Duties of
Elected Officials
Subcommittee meeting

Lorena Gonzalez, San
Diego-Imperial Counties
Labor Council, Political
Director

A Labor and Community
Response to the Charter
Reform.

June 22, 2007 Full
Committee meeting

Phil Hart, Mission Valley
Resident '

Comments on the Strong
Mayor Form of
Government.

September 6,.2007 Full
Committee meeting

Cathleen Higgins, San
Diego Municipal Employees
Association

The appropriateness of the
current composition of the
SDCERS Board of
Administration.

August 24, 2007 Financial
Reform Subcommittee
meeting

Ben Hueso,
Councilmember District 8

Remarks on Charter
reform process.

Juiy 19, 2007, Pubiic
Forum, Council District 8

Stan Keller, SEC Appointed
Independent City Monitor

Audit Committee.

June 22, 2007 Full
Committee meeting

San Diego Police Chief
William Lansdowne

Section 117, 57 and 58
regarding non-contracting
out safety employees.

June 29, 20407 Duties of
Flected Officials
Subcommititee meeting

Richard Ledford, San
Diego Regional Chamber
of Cornmerce

Sunset Provisions;
Increasing Council
Districts; Mayoral Veto.

July 16, 2007 Interim -
Strong Mavyor
Subcommittee meeting

Elizabeth Maland, San
Diego City Clerk

Charter Review and the
Process for Submitting
Ballot Measures.

June 1, 2007 Full
Committee meeting
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Theresa McAteer, former
S.D. Deputy City Attorney;
McAteer and McAteer

Budgetary Authority and
the Charter.

May 18, 2007 Duties of
Elected Officials
Subcommittee meeting

Doug McCalla, CIO for
SDCERS

Compaosition of SDCERS
Board of Administration;
Opting into CalPERS.

September 7, 2007
Financial Reform
Subcommittee meeting

George Mitrovich, San
Diego City Club President

2004 Strong-Mayor
Committee.

April 13, 2007 Full
Committee meeting

Betsy Morris, San Diego
Housing Authority

Necessity of independence
of Housing Authority from
Redevelopment Agency.

August 6, 2007 Interim
Strong Mayor
Subcommittee meeting

Barry, Newman, San Diego
County Taxpavyers
Association

Recommendations to
Charter Committee--
Strong Mayor; Kroll Rept.

June 1, 2007 Fuil
Committee meeting

Council President Scott
Peters

New Role for the City
Council under Prop. F.

Comments on need for
Charter reform,

Filling Vacancies and
Establishing Salaries.

Council members’
assignments to Council
committees, e.g. Audit,

April 27, 2007 Fult
Committee meeting

June 28, 2007, Public
Forum, Council District 1

June 29, 2007 Duties pf
Eiected Officials
Subcommittee meeting

August 31, 2007 Financial
Reform Subcommittee
meeting .,

Jay Poole, City of
Chesapeake, representing
the Association of Local
Government Auditors

Audit Committee and the
position of Internal
Auditor,

August 31, 2007 Financia!
Reform Subcommittee
meeting

Harriet Richardson, City of
San Francisco,
representing the
Association of Local
Government Auditors

Audit Committee and the
position of Internal
Auditor. '

August 31, 2007 Financial
Reform Subcommittee
meeting

Ron Saathoff, President of
San Diego City Firefighters
Local 145

The Role of the City's
Persanne! Director.

June 29, 2007 Duties of
Elected Officials
Subcommittee meeting

Mayor Jerry Sanders

Implementing the Strong
Mayor Form of Governance
in the City of San Diego.

The importance of Charter
reform for the City.

Commending public
participation in the Charter
change process.

April 27, 2007 Fuli
Committee meeting

June 28, 2007, Public
Forum, Council District 1

July 19, 2007, Public
Forum, Council District 8
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Mayor Sanders, cont’d

Thanking community
members for involvement
in Charter reform.

Appreciation of public
participation in important
work of Charter Review
Camimitiee,

July 24, 2007, Public
Forum, Council District 4

July 28, 2007, Public
Forum, Councii District 3

Don Shanahan, Deputy

City Attorney, San Diego

Modification of Charter
Section 40

September 27, 2007 Full
Committee meeting

Rich Snapper, 5.D.
Personnel Director

Human Resources and the
Personnel Pepartment
within the Charter.

The responsibilities of the
Personne| Director.

Personhel Director.

June 29, 2007 Dutijes of
Elected Officials
Subcommittee meeting

July 13, 2007 Duties of
Elected Officials
Subcommittee meeting

July 13, 2007 Duties of
Etected Officials
Subcommittee meeting

Randy Spenla, Cirty
Auditor, City of Phoenix

Internal Auditor and Audit
Committee.

August 10, 2007 Financial
Reform Subcommittee
meeting

Greg Stepanicich,
Municipal Attorney

Charter Section 40 and the
roie of the City Attorney.

August 24, 2007 Duties of
Elected Officials
Subcommittee meeting

Andrea Tevlin, San Diego's
Independent Budget
Analyst

Informational Report on
Budgetary Authority in the
San Diego Charter.

May 11, 2007 Full
Committee meeting

Chris Waddell, General
Counsel for SDCERS

Composition of SDCERS
Board of Administration;
Opting into CaiPERS.

September 7, 2007

| Financial Reform

Subcommittee meeting

Janice Weinrick, Assistant
Director, Economic
Development and
Community Services

Overview of the general
plan and community .

| updates and well as

praject review.

-+ May 18, 2007 Interim

Strong Mayor
Subcommittee meeting

John Wertz, Vice
Chairman, '88 Charter
Review Commission

1989 Charter Committee
Report,

April 13, 2007 Full
Committee meeting -

Governor Pete Wilson

Historical and Statewide
Perspective on Strong
Mayor Governance in the
City of San Diego.

Aprit 27, 2007 Fuli
Committee meeting

Tony Young,
Councilmember District 4

Welcoming pubiic to
Charter reform process.

July 24, 2007, Public
Forum, Council District 4
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RESEARCH RESOURCES
LIST OF MATERIALS CONSULTED

The Committee wanted to guarantee that its recommendations would be based on a
strong foundation. Therefore, the staff conducted extensive research into the City's
present operations under the Charter. That was greatly facilitated by the
participation of the public speakers listed in the two previous tables. Yet the
Committee felt a need to do its due diligence by conducting its own research.
Therefore, the Committee asked its staff to look at both San Diego’s experience, as
well as those of other cities. e

In order to perform its assigned task, the staff thought it was absolutely critical to
understand the City Charter. A city charter is a local government’s constitution, and
unless one understands how it was formed, it would be irresponsibie to suggest any
changes to it. A city’s charter tracks its history as sensitively as a seismograph
vibrates along with the tectonic plates. Given this consideration, the staff felt it was
imperative to know the Charter’s history.

Conseguently, the staff reviewed the Statutes of California, sample baliots and San
Diego newspaper archives to track down every Charter under which the City has
been governed since 1850. The staff reviewed the 1850 Act of Incorporation, the
1852 repeal of the Incorporation Act and creation of the Board of Trusteas to govern
the City, and the 1868, 1872 and 1876 revisions of the 1852 “charter.” In addition,
the staff examined all of the home rule charters under which the City has operated:
its first "home rule” Charter of 1889 (only the fourth one allowed in California, and
the fifth in the nation); the 1909 Charter, under which the City adopted the
Commission form of government; and the 1931 Charter, which moved the City to the
Council-Manager form of governance. The staff tracked down every single one of the
hundreds of Charter amendments the voters have passed, from the first 11
amendments adopted in 1901 to the 2 amendments the City passed last year. Major
amendments included the City's move from a bicameral to a unicameral legislature:
(19035), the increase in City Council members from six to eight (1963), the City's
adoption of district primaries {1988), and the ratification of the Strong Mayor form of
governance (2004). The staff also examined the work of the Charter review
committees that have made recommendations for changes to the 1931 Charter; in
particular, staff looked at the work of the committees of 1940-1941, 1952-1953,
1962, 1968, 1973, 1988, 2000 and 2004, '

Besides examining primary documents, the staff researched the secondary literature
on San Diego government, including books such as City Attorney Shelley Higgins’
This Fantastic City: San Diege {named an official policy document by the City of San
Diego), Richard Pourade’s multi-volume history of the City, the Price and Stone
monograph, City Manager Government in San Diego, Captain George Mott's
commentary on the origins of the 1931 Charter, San Diego—Politically Speaking, and
a number of masters theses on the history of this City’s government and politics.

In order to provide a comparative perspective, it was critical to examine the
experiences of other cities, and particularly those that are Strong Mayer cities or
have recently undergone the transition San Diego recently made. In addition, the
governmental systems of large United States and California cities, as well as cities
noted for “best practices”, were a key source of information. The staff surveyed the
largest 15 cities in the United States and California to determine their: auditing
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functions, automatic charter review processes; City Attorney structures; Council
sizes; Council vote and veto provisions; human resources and personnel systems;
pension systems; and rules for setting the salaries of elected officials. On some
issues, the staff surveyed the top 100 cities in the country. Some cities outside the
top 15 were also examined because they are Strong Mavyor or “best practices cities”.

In some cases, the Subcommittee wanted further information on a specific item,
such as what other cities do in terms of establishing a legislative analyst, or how the
State of California sets salaries for elected officials. Yet another example would be
the research staff conducted to ascertain whether there was a correlation between
the auditing structures and municipal bond ratings of the nation’'s largest cities. This
specialized research was done upon request, and appears in the Subcommittees’
work product. In order to answer these research requests, the staff reviewed the
charters, municipa! codes and websites of most major cities in the country. A list of

some of the websites that the staff accessed in doing these reports follows the end of
this summary of research.

In other areas, the Committee requested more detailed information on a specific
issue for a few large cities. Therefore, staff conducted telephone interviews with
budget officials in such cities as Los Angeles, New York City, Oakland, Philadelphia
and San Francisco. The Committee would like to thank the following individuals, who
gave their time to answering staff questions regarding the balanced budget
requirement in actual practice: Jennifer Lopez, from the L.A. City Administrative
Office; Doug Turetsky, from the City of New York’s Independent Budget Office;
Barbara Parker, from the Office of the City Attorney of Qakiand; Diane Reed, from
Philadelphia’s Department of Finance, Office of the Budget; and Michael Stover from
the Office of the Legislative Analyst for the City and County of San Francisco.

In addition, the staff employed the extensive public administration literature on the.
issue of balanced budgets. The staff provided information from such books as Esther
Fuchs’ Mayors and Money (an examination of how Chicago’s Strong Mayor prevented
fiscal crisis, whereas New York City's formerly weak mayor system aillowed it, when
both faced the economic downturns of the mid 1970s)., The staff analyzed the work
of the 2004 NYC Charter process, which Fuchs led to enact a stronger balanced
budget regime for the Big Apple. The staff also brought in the insights of other
important works, such as Jonathan Kahn's Budgeting Democracy (an excellent book
on how the budget concept that municipalities invented, and state and national
governments copied, ultimately reconstituted the relationship between citizens and
their government). Because San Diego is a Caiifornia municipality and faces
different constraints than New York City, staff also consulted Mark Baldassare’s When
Government Fails, which explains the causes of Orange County’s 1994 bankruptcy.

The staff reviewed the experiences of other cities that have recently undergone the
Strong Mayor transition, such as New York City, Indianapolis, Fresno, New Orleans,
Columbus, Los Angeles, Oakland and San Francisco. Because San Diego has recently
undergone this transition, the City’s own website contains a great deal of
tnformation, which could also be accessed by staff. One of the resources available
from this wabsite was the Rand Report on the Strong Mayor transition that San
Diego’s Better Government Association of San Diego commissioned in 2005. The
report is entitled Facing the Challenge of Implementing Propasition F in San Diego,
and was authored by Kevin F. McCarthy and Rae W. Archibald, with Brian
Weatherford. The high quality of work in that report was in part due to its authors'
consultation of Committee member Gien Sparrow. Professor Sparrow wrote the
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seminal works examining the facilitative leadership that aliowed former San Diego
Mayor Pete Wilson to lead the City in spite of its Council-Manager Charter. Two
works that staff would single out for special mention are: "The Emerging Chief
Executive 1971-1991: A San Diego Update," Facilitative Leadership in Local
Government, ed. James Svara, San Francisco: Jossey-Bass, 1994; "The Emerging
Chief Executive: The San Diego Experience,” Urban Resources, Vol. 2, No. 1, Fall
1984. Reprinted in National Civic Review, Vol. 74, No. 11, December 1985,

It is not practical to attempt to convey in this brief report all of the interviews
conducted, and charters and municipal codes studied. The Committee’s three
Subcommittees wanted to have accass to the best information available, and the
staff attempted to ensure they had all the data needed to make informed decisions,
Because the briefs, memoranda, reports and tables that the Committee requested.

and reviewed are too compendious to include in this report, they may be accessed
_via the Committee’s website.

———
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LIST OF CHARTER-RELATED WEBSITES REFERENCED IN
COMMITTEE REPORTS

Anaheim http://www.anaheim.net/docs_agend/charter.pdf

Charter

Anaheim http://www.amlegal.com/anaheim_ca/

Municipal Code

Anaheim http://www.anaheim.net/

Bakersfield http://www.qualitycodepublishing.com/codes/bakersfield/view, php?topic=
City Charter charter_of_the_city_of_bakersfield_state®frames=on

Bakersfield http://www.qualitycodepublishing.com/godes/bakersfield/main.php
Municipai Code

Bakersfield, http://www.bakersfieldcity. us/

City of

Boston City http://www cityofboston.gov/cityclerk/pdfs/cc_charter.pdf

Charter

Chicago See Illiinois Code of General Statutes Article 65.

Clearwater, FL http://www.clearwater-fl.com/gov/codes/ pdf/City_Charter. pdf

City Charter : ‘

Cleveland City http://caselaw.lp.findlaw.corn/clevelandcodes/

Charter

Columhbus City http://www.ordlink.com/codes/columbus/_DATA/CHARTER/index.html
Charter

Columbus http://municipalcodes.lexisnexis,com/codes/columbus/

Municipal Code

Columbus http://www.cltyofcolumbus.org/

Dallas City http://www.dallascityhall.com/pdf/cao/01Chartr. pdf \
Charter

Dallas City http://www dallascityhall.com/htmi/codes.htmi

Codes

Dallas, City of http://www . dallascityhall.com/ ) :

Denver City http://www.municode.com/resources/gateway.asp?pid=102578&sid=6
Charter ' ‘

Detroit City http://www.municode.com/resources/gateway.asp?sid=228pid=10649
Code

Detroit City hrtp://www.ci.detroit.mi.us/legislative/CityCouncil/

Council

Detroit, City of http://www.ci.detroit.mi.us/default.htm

Fresno City http://www.municode.com/resources/gateway.asp?pid=104218sid=5
Charter

Fresno http://www.municode.com/resources/gateway.asp?pid=104218sid=5
Municipal Code

Fresno http://www.fresnorda,com/

Redevelopment

Agency

Fresno, City of  http://www.fresno.gov/default.htm

Houston City http://www.houstontx.gov/charter/index.html

Charter

Houston City http://www.houstontx.gov/council/

Council


http://www.anaheim.net/docs_agend/charter.pdf
http://amlegal.com/anaheim_ca/
http://www.anaheim.net/
http://www.qualitycodepublishing.com/codes/bakersrieid/view.php?topic=
http://www.qualitycodepublishing.com/codes/bakersfield/main.php
http://www.bakersfietdcity.us/
http://www.cityofboston.gov/cityclerk/pdfs/cc_charter.pdf
http://www.clearwater-fl.com/gov/codeS/pdf/City_Charter.pdf
http://caselaw.lp.findlaw.com/cleveiandcodes/
http://www,ordlink.com/codes/columbus/_DATA/CHARTER/index.html
http://municipa(codes.lexisnexis.com/ccdes/columbus/
http://www.ci,detroit.mi.us/default.htni
http://www.municode.com/resources/gateway.asp?pid=104218(Sid=5
http://www.municode.com/resources/0ateway.asp?pid=lO421&sid=5
http://www.f
http://resnorda.com/
http://www.fresno.gov/default.htm
http://www.houstontx.gov/charter/index.html
http://www.houstontx.gov/council/
http://www.cltyofcolumbus.org/
http://www.dallascityhall.com/pdf/cao/01Chartr.pdf
http://www.daliascityhail.com/html/codes.htmi
http://www.dallascityhall.com/
http://www.municode.com/resources/gateway.asp7pid=10257&sid=6
http://www.mumcode.com/resources/gateway.asp?sid=22&pid=10649
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Indianapolis,
City of
Jacksonvilie,
City of
Long Beach
City Charter
Long Beach
Municipal Code
Long Beach
Redevelopment
Agency
Long Beach,
City of
Los Angeles
City Charter
Los Angeles
Community
Redevelopment
. Agency
Los Angeles
- Municipal Code
Nashville-
Davidson City
Charter
New QOrleans
City Charter
New York .
Administrative
Code

New York City
Charter

New York City
Councll
Oakland City
Charter
Oakland
Community

and Economic
Deveiopment
Agency
Oakland
Municipal Code
QOakland, City
of
Philadelphia
City Charter
Philadelphia
City Code
Philadelphia
City Council
Phitadelphia
Mayor's Office
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http://www.indygov.org/home.htm

http :/’/www.coj.nelt/defautt.htm
http://municipalcodes.lexisnexis.com/codes/longbeach_charter/
http://municipalcodes.lexisnexis.com/codes/longbeach/

http://www.longbeach.gov/cd/redevelopment/default.asp

http://www.ci.long-beach.ca.us/
http://www.amiegal.com/los_angeles_ca/

http://www.crala.org

http://www.amlegal.com/los_angeles_ca/

http://www.municode.com/resources/gateway.asp?pid=14214&sid=42

http://www.cityofno.com/portal.aspx?portal=18&tabid=9

http://public.leginfo.state.ny.us/menugetf.cqi
N

http://www.nyc.gov/hitmi/charter/downtoads/pdf/citycharter2004.pdf
http://www.nyccouncil.info/
http://ordlink.com/cgi-bin/hilite. pl/codes/oaktand/_DATA/CHARTER/index.html

http://www.business2oakland.com/main/redeveiopment.htm

http://ordlink.com/cgi-bin/hilite.pl/codes/oakland/maintoc,htm

http://www.oaklandnet.com/
http://www.amiegal.com/iibrary/pa/philadelphia.shtrml
http://www.amiegal.com/library/pa/philadeiphia.shtmil
http://www.phila.gov/citycouncil/

http://www.phila.gov/mayor/


http://www.indygov.org/home.htm
http://www.coj.net/defautt.htm
http://municipalcodes.lexisnexis.com/codes/longbeach_charter/
http://municipaicodes.lexisnexis.com/codes/longbeach/
http://www.fongbeach,gov/cd/redevelopment/default.asp
http://www.ci.long-beach.ca.us/
http://amiegal.com/Ios_angeles_ca/
http://www.crala.org
http://www.amlegal.com/lQs_angeles_ca/
http://www.municode.com/resources/gateway.asp?pid=142l4&sid=42
http://www.citvofno'.corn/portal.aspx?portal=18itabid=9
http://public.leginfo.state.ny.us/menugetf.cgi
http://www.nyc.gov/html/charter/downlDads/pdf/citycharter2004.pdf
http://www.nyccounci(.info/
http://ordlink.com/cgi-bin/hilite.pl/codes/oakland/_DATA/CHARTER/index.html
http://www.business2oakland.com/main/redevelopment.htm
http://ordlink.com/cgi-bin/hilite.pl/codes/oakland/maintoc.htm
http://www.oaklandnet.com/
http://www.amlegal.com/library/pa/philadelphia.shtml
http://www.amlegal.com/library/pa/phlladelphia.shtml
http://www.phi)a.gov/citycounciI/
http://www.phila.gov/m3yor/
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Philadelphia, http://www.phila.gov/
City of
Phoenix City http://www.municode.com/resources/gateway.asp?pid=134858sid=3
Charter ‘
Phoenix City http://www.municode.com/resourcas/gateway.asp?pid=134858&sid=3
Code
Phoenix, City http://phoenix.gov/
of
Portland City http://www.portlandonline.com/auditor/index.cfm?c¢=cibei
Charter
Riverside City http://www.riversideca.gov/municipal_code/Title_CH/Default.htm
Charter ‘
Riverside, City  http://www.riversideca.gov/
of
Rverside http://www.riversideca.gov/municipal_code/
Municipal Code
Sacramento http://www.qcode.us/codes/sacramento/view.php?topic=city_of_sacramento_charter
City Charter
Sacramento http://www.gcode.us/codes/sacramento/
City Codes
Sacramento http://www.shra.org
Housing &
Redevelopment
Agency
Sacramento, http://www.cityofsacramento.org/
City of
San Antonio http://www.sanantonio.gov/clerk/charter/charter.htm
City Charter . \
San Antonio http://www.municode.com/resources/gateway.asp?pid=11508&sid=43
City Code of
Ordinances
San Antonio, http://www.sanantonic.gov/?res=1280&ver=true
City of |
San Francisco http://www.municode.com/Resources/gateway.asp?pid=141308sid=5
Clty and =

County Charter

San Francisco http://www.municode.com/Resources/ClientCode_List.asp?cn=
City and San%20FranciscoBsid=58cid=4201

County Codes

San Francisco http://www.sfgov.org/site/sfra_index.asp

Redevelopment

Agency

San Francisco,  http://www.sfgov.org/

City and

County of

San Jose City http://www.sanjoseca.gov/clerk/Charter.aso

Charter :

San Jose City http://www.sanjoseca.gov/council.html

Council

San lose http://www.municode.com/Resources/gateway.asp?pid=14367&sid=5
Municipal Code

San Jose http://www.sjredevelopment.org


http://phila.gov/
http://www.municode.com/resources/gateway.asp?pid=134858tsid
http://www.municode
http://phoenix.gov/
http://www.portlandonline
http://www.riversideca.gov/municipaLcode/Title_CH/Default.htm
http://www
http://www.riversideca.gov/municipal_code/
http://www.qcode.us/codes/sacramento/view.php?topic=city_of_sacramento_charter
http://www.qcode.us/codes/sacramento/
http://www,shra.org
http://www.cityofsacramento.org/
http://www.sanantonio.gov/clerk/charter/chafter.htm
http://www.municode.com/resources/gateway.asp?pid=11508&sid
http://www.sanantonio,gov/?res=12808iver=true
http://www.municode.com/Resources/gateway.asp?pid=141308isid=5
http://www.municode.com/Resources/ClientCode_lJst.asp7cn
http://www.sfgov.org/site/sfra_index.asp
http://www.sfgov.org/
http://http.7/www.sanjoseca,gov/derk/Charter.asp
http://www.sanjoseca.gov/council.html
http://www.municode.com/Resources/gateway.asp?pid=143678(sid=5
http://www.sjredevelopment.org
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Redevelopment

Agency .

San Jose, City  http://www.sanjoseca.gov/

of

Santa Ana, http://www.ci.santa-ana.ca.us/

City of .
Stockton City http://www.stocktongov.com/clerk/pages/Charter/index.cfm
Charter .
Stockton http://www.stocktongov.com/SMC/Chapter01/ChapterIndex.cfm
Municipa! Code

Stockton, City  http://www.stocktongov.com/

of


http://www.sanjoseca.gov/
http://www.ci.santa-ana.ca.us/
http://www.stocktongov.com/clerk/pages/Charter/index.cfm
http://www.stocktongov.com/SMC/Chapter01/Chapterlndex.cfm
http://www.stocktongov.com/
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APPENDIX II

TEXT OF CHARTER LANGUAGE AND OFFICIAL BALLOT
(STRIKEOUT AND UNDERLINE) LANGUAGE RECOMMENDED

Recommendation #1: Sunset Revision

Summary of Recommendation

Extends the trial period in Section 255 (Operative Date; Sunset of Article; Future
Action by Voters) to December 31, 2014, at which point Article Xv (Strong Mayor
Trial Form of Governance) shall be made permanent, uniess voters approve a ballot
measure to extend, shorten or repeal the effective period of this Article.

Recommended Charter Language

Section 255: Operative Date; Future Action by Voters
This Article shall remain in effect until December 31, 2014, at which time it shall

become permanent unless voters have approved a ballot measure to extend, shorten
or repeal the effective period of this Article.

Recommended Lan_tjuage for Official Ballot

Sectlon 255 Operatlve Date, S-unset—of—kmeie-Future ACthﬂ hy Voters

-AfterJanuary31-2006-the-provisions-o&£This Article shall remam in effect fora
peried-of-fiveyears{until December 31, 201843, at which time this Article shall
become Qermanent unless voters have aggroved 3 ballot measure aﬂieemalaeauy
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Recommendation #2: Veto Override
Suh:mary of Recommendation

Amends Section 285 {Enactment Over Veto) and Section 290 {Council Consideration
of Salary Ordinance and Budget; Special Veto Power) to require a two-thirds Council
majority vote to override a mayoral veto.

(AND)
Amends Section 285 (Enactment Over Veto) to require that if an ordinance or
resolution requires a two-thirds vote or other supermajority vote greater than two-
thirds of the Council to pass, then the number of Council votes necessary to override
the Mayor's veto shall be one vote more than was necessary te pass the resolution or
ordinance. (Als0 amends Section 290 (Counci! Consideration of Salary Ordinance
and Budget; Special Veto Power) to correct an inaccurate reference to Section 71 as
the Charter Section regarding a balanced budget; the language, such as it is at
present, occupies Section 69.)

Recommended Charter Language

Section 285: Enactment Over Veto

The Council shall reconsider any resolution or ordmance vetoed by the Mayor. If,
after such reconsideration, at least two-thirds of the Council vote in favor of passage,
that resolution or ordinance shall become effective notwithstanding the Mayor's veto,
If a two-thirds vote or other supermajority vote greater than two-thirds of the
Council is required for the passage of any resolution or ordinance by the provisions
of this Charter or other superseding law, then the number of Council votes necessary
to override the Mayor’s veto shall be one vote more than was necessary to pass the
resolution or ordinance. If a vetoed resolution or ordinance does not receive
sufficient votes to override the Mayor’s veto within thirty calendar days of such veto,
that resolution or ordinance shall be deemed disapproved and have no legal effect.

Section 290: Council Consideration of Salary Ordinance and Budget; Special
Veto Power '

#i#

(2) If modified by the Council, the budget shall be returned to the Mayor as soon as
practicable.

(A) The Mayor shall, within five business days of receipt either approve, veto,
or modify any line item approved by the Council.

{B} Tne Counal snall thereafter have five business days within which to
override any vetoes or modifications made by the Mayor pursuant to section
290(b)(2)(A). Any item in the proposed budget that was vetoed or otherwise
modified by the Mayor shall remain as vetoed or modified unless overridden by a
two-thirds vote of the Council as set forth in Section 285. In voting to override the
actions of the Mayor, the Council may adopt either an amount it had previously
approved or an amount in between the amount originally approved by the Council
and the amount approved by the Mayor, subject to the balanced budget
requirements set forth in section 69.
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Recommended Language for Official Ballot

Section 285: Enactment Over Veto

The Council shall reconsider any resolution or ordinance vetoed by the Mayor, If,

after such reconsideration, at least five-reemberstwo-thirds of the Council vote in

favor of passage, that resolution or ordinance shall become effective notwithstanding

the Mayor's veto. If mere-than-five-votesarea two-thirds vote or other
supermajority vote greater than two-thirds of the Council is required for the passage

of any resolution or ordinance by the prows;ons of thas Charter or other superseding

number of Councn votes necassary to overnde the Mayor s veto shall be one vote
more than was necessary to pass the resoiution or grdinance. If a vetoed resolution
or ordinance does not receive sufficient votes to override the Mayor’s veto within
thirty €383 calendar days of such veto, that resolution or ordinance shall be deemed
disapproved and have no legal effect.

Section 290: Council Consideration of Salary Ordinance and Budget; Speciai
Veto Power

#EH

(2) If modified by the Council, the budget shall be returned to the Mayor as soon as
practicable.

{A) The Mayor shall, within five busmess days of receipt either approve, veto,
or modify any line item approved by the Council.

(B) The Council shall thereafter have five business days within which to
override any vetoes or modifications made by the Mayor pursuant to section
290(b)(2)(A). Any item in the proposed budget that was vetoed or otherwise’

- modified by the Mayor shall remain as vetoed or modified unless overridden by the
vote-of atleast-fve-members-of-the-Eeuneila_two-thirds vote of the Council as set
forth in Section 285. In voting to override the actions of the Mayor, the Council may

" adopt either an amount it had previously approved or an amount in between the
amount originally approved by the Council and the amount approved by the Mayor,
subject to the balanced budget requirements set forth in section 7369.
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Recommendation #3: Eleven-Member City Coyncil
Summary of Recommendation

Amends Section 270 (The Council) to increase the number of Council districts from

eight to eleven, with the redistricting to add the three additional districts to occur as
soon as practicable,

Recommended Charter Language

Section 270: The Council

(a) The Council shall be composed of eieven counciimembers elected by district, and
shall be the legislative body of the City.

#a#

(i) The City shall be redistricted, as soon as practicable, to establish the additional
districts required by this section, Such redistricting process shall follow the terms
prescribed by Charter sections 5 and 5.1.

Recommended Language for Official Ballot

Section 270: The Council

(a) The Councl! shall be composed of eighteleven councilmembers elected by district,
and shall be the legislative body of the City .

#H4

(i) The City shall be redistricted, as soon as practicable, to establish the additional
districts required by this section. Such redistricting process shall follow the terms
prescribed by Charter sections 5 and 5.1.
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Recommendation #4: Independent Budget Analyst
Summary of Recommendation

Amends Section 270 (The Council) to clarify that Office of the Independent Budget

Analyst is authorized under the Charter to act as a budgetary and policy analyst for
the City Council,

Recommended Charter Language

Section 270: The Council
FH##

The Council shall have the right to establish an Office of the Independent Budget
Analyst to be managed and controlled by the Independent Budget Analyst. The
Council shall appgoint this independent officer who shall serve at the pleasure of the
Council and may be removed from Office by the Counclil at any time. The Office of
the Independent Budget Analyst shall provide budgetary and policy analysis for the
City Council. The Council shail determine the specific powers and duties of this
Office and its manager by ordinance.

Recommended Language for Official Balliot

Section 270: The Council
#FH#H

The Council shali have the right to establish an Office of the Independent Budget
Analyst to be managed and controlled by the Independent Budget Analyst, The
Council shall appoint this independent officer who shall serve at the pieasure of the
Council and may be removed from Office by the Council at any time. The Office of
the Independent Budget Analyst shall provide budgetary and policy analysis for the
City Counctl. The Council shail determine the specific powers and duties of this
Office and its manager by ordinance.
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Recommendation #5: Chief Financial Officer
Summary of Recommendation

Amends Section 39 (City Auditor and Comptroller) and Section 265 (The Mayor) to
indicate that the Chief Financial Officer shall assume the responsibilities of the City
Auditor and Comptroller (or “City Auditor and Controller”); amends Section 117
(Unclassified and Classified Officers) to clarify that the Chief Financial Officer remains
exempt from civil service, as the City Auditor and Comptroller presently is by virtue
of department head status

- (AND)
Amends Section 45 (City Treasurer) to remove the need for Council confirmation of
the City Treasurer. ‘

Recommended Charter Language

Section 39: Chief Financial Officer.
The Chief Financia! Officer shall be appointed by the City Manager and confirmed by
the City Councll for an indefinite term and shall serve until his or her successor is

- appointed and qualified. The Chief Financial Officer shall be the chief fiscal officer of
the City. He or she shall exercise supervision over all accounts, and accounts shall
be kept showing the financial transactions of all Departments of the City upon forms
prescribed by the Chief Financial Officer and approved by the City Manager and the
Council. Subject to the direction and supervision of the City Manager, the Chief
Financial Officer shall be responsible for the creation of the City’s annual budget. He
or she shall also be responsible for oversight of the City’s financial management,
treasury, risk management and debt management functions. He or she shall submit
to the City Manager and to the Council at least monthly a summary statement of
revenues and expenses for the preceding accounting period, detailed as fo
appropriations and funds in such manner as to show the exact financial condition of
the City and of each Department, Division and office thereof. No contract,
agreement, or other obligation for the expenditure of pubiic funds shall be entered
into by any officer of the City and no such contract shail be valid unless the Chief
Financial Officer shall certify in writing that there has been made an appropriation to

_ cover the expenditure and that there remains a sufficient balance to meet the

- demand thereof. He or she shall perform the duties imposed upon Chief Financial
Officers by the laws of the State of California, and such other duties as may be
imposed upon him or her by ordinances of the Council, but nothing shall prevent the
City Manager from transferring to other officers matters in charge of the Chief
Financial Officer which do not relate directly to the finances of the City. The Chief
Financial Officer shall prepare and submit to the City Manager such information as
shall be required by the City Manager for the preparation of an annua) budget. The
Chief Financial Officer shall appoint his or her subordinates subject to the Civil
Service provisions of this Charter. The authority, power and responsibilities
conferred upon the Auditor and Comptroller by this Charter shall be transferred to,
assumed, and carried out by the Chief Financial Officer.

Section 45: City Treasurer

The Manager shall appoint the Treasurer, He or she shall perform duties imposed
upcn City Treasurers by general law, the City Charter, or ordinances of the Council.
The office of the Treasurer shall consist of the Treasurer and such subordinate
officers and employees as shall be authorized by ordinance.



